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From breakthroughs on policy bottlenecks to
market players coming together to create shared
value through innovative digital lending platforms,
2019 was shaped by turning points that will define
the banking industry’s responsive course for years
to come.
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ABOU T KENYA
BANKERS
ASSOCIATION

BACKGROUND INFORMATION

Kenya Bankers Association (KBA) was registered as an Industry Association on 16" July 1962 by the Registrar of Trade Unions. In
its formative years, the main aim of the Association was to cater for the interests of the member banks in negotiating terms and
conditions of service of its unionisable employees and as far as possible standardize management practices so as to ensure harmony
in the industry

Over time, the ambition of the Association evolved to include promoting industry development and economic growth by engaging
the government and the primary sector regulator, Central Bank of Kenya (CBK). This KBA ambition was reinforced in 2012 when the
Association launched its new brand and ambition statement: One Industry. Transforming Kenya.

To reinforce the banking industry’s ability to be a primary driver of the economy’s development aspiration, the mandate of the
Association was redefined and enshrined in the KBA 2014-2018 Strategic Plan. The core focus was broadened to include lobbying and
advocacy, and championing industry development and innovation by coordinating the members and partnering with stakeholders on
strategic initiatives. To support the Association’s new mandate, KBA's values, vision and mission were redefined.

As the umbrella body of the institutions licensed and regulated by CBK with a current membership of 45 financial institutions
representing total assets in excess of USD 37 billion, KBA continues to reinforce a reputable and professional banking sector in a bid
to best support Kenyans, who entrust their ambitions and hard earned resources with its member banks.

KBA Core Values
Leadership, Innovation, Knowledge and Ethics.

KBA Vision
A vibrant and responsive banking industry.
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KBA Mission
To promote a competitive banking environment by
championing industry development through thought

ABOUT KENYA BANKERS ASSOCIATION

leadership, research, innovation and advocacy.

- PROMOTING
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DEVELOPMENT
 AND ECONOMIC
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AND SECTOR ~
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KBA Structure & Governance
KBA is an association of the 45 member banks and Secretariat that is situated at
International House in Nairobi. The banks constitute the General Body and are

represented by their Managing Directors or Chief Executive Officers.
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The KBA General Body elects a Governing Council that is comprised of a minimum of 12
CEOs who represent the members and oversee the Secretariat’s operations, programs
and budget. Mr. Joshua Qigara is the current KBA Chairman and Chair of the Governing
Council.

The KBA Secretariat has a full-time staff compliment of 16 employees who manage day

to day operations under the leadership of Chief Executive Officer, Mr. Habil Olaka.

KBA activities are managed by the Secretariat which works in consultation with the

following Committees and Sub Committees:

w

o
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Operations & Technical Services Committee
« Clearing House Sub Committee

+ National Payments Sub Committee

s Credit Sub Committee

» Islamic Finance Advisory Sub Committee

Bank Fraud & Risk Committee

* Bank Security Sub Committee

+ Bank Forensics Sub Committee

* Bank IT Systems, Risk & Security Sub Committee

Legal Affairs Committee

Finance & Audit Committee

« Tax Sub Committee

+ Financial Markets Sub Committee

Compliance Committee
Human Resources & Ethics Committee
Public Relations Committee
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CYBERSECURITY AND INDUSTRY RISK MITIGATION

The Communications Authority of Kenya and KBA are working

to establish a sector-wide framework to combat C

threats and a sector Network Security Operati

strategy is being considered. Meanwhile, KBA is championing
a standardized incident reporting framework. The Association
continues to engage in best practice sharing towards
supporting industry capacity to mitigate system risk. Recent

engagements include a study tour to Nigeria the

country's risk mitigation practices. Nigeria has in place a system
which centrally stores biometric identification and authorized

signatories. As a strategy to contain fraud, this system is shared

across all commercial banks’ agents to tate real-time KYC
checks before a transaction is pre The findings of the

visit will inform a Technical Working Group on Shared KYC, a
project that has been supported by the KBA Governing Council

MOVABLE COLLATERAL REGISTRY

The online moveable collateral registry was established to

acilitate access to credit from financia by use
of moveable assets such as motor s, livestock

and household items. The registry enables online searches,
registrations, and amendments or cancellation of notices through

the e-Citizen platform. As of the end of January 2019, there were

7 loan saistered with r
oans registered wit

5 worth KSh

more than 13(

e

S We )nducted since the launch
7

of the registry in May 2017. KBA, FSD Kenya and World Bank

conducted a user assessment survey for the Collateral Registry

Participants in the two-day Data and Product Development workshop that was attended by more than 30 senior bank managers:
f ¥
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NOTICE OF ANNUAL GENERAL MEETING'

- NOTICE OF THE ANNUAL
. ' GENERAL MEETING &

26" May 2020

* THE CHIEF EXECUTIVE OFFICERS

OF KBA MEMBER BANKS
Dear Sirs/Mesdames, : l \

NOTICE OF THE 58™ ANNUAL GENERAL MEETING TO BE HELD ON THURSDAY 25™ JUNE 2020 FROM
2:30PM (Virtually - Teams Link)

Notice is hereby given that the 58" Annual General Meeting of Kenya Bankers Association will be held ¢n

Thursday 25%“June 2020, from 2:30p.m, virtually through Teams platform
r

AGENDA X

Constitution of the Meeting and adoption of the Agenda.

Confirmation of minutes of the 57" Annual General Meeting held on 27" June 2019.

Matters arising from the minutes of the 57" Annual General Meeting.

- Adoption of the Chairman's Report. -

IPSL Update

Consideration of the Audjted Financial Statements for the financial year ended 31" December 2019,
Election of Members of the KBA Governing Council. :
* Any Other Business.

Yours Faithfu\'ly.

Y POy

Dr. Habil Olaka

Chief Executive Officer

4
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10 ANNUAL REPORT AND FINANCIAL STATEMENTS 2019  KENYA BANKERS ASSOCIATION

KBA COMMITTEE
REPRESENTATIVES

GERALD
MUNYIRI

‘ Equity Bank

WAMBUI
KAGUONGO
ABC Bank

GLADYS

WARIRAH

Standard

_ Chartered Bank
SURAJ
SHAH
DTB Kenya

BETTY

CHUMA

Stanbic Bank
PHILIP
WAMBUA
ABC Bank

JUNE
OPIYO

i t Stanbic Bank

AV

a

ROBLEY
NGOJE

KCB Bank

BRIAN
KOLETIT

Citibank

LABAN
OMANGI

Absa Bank

R Y Y " S, SO g Wy .

PP .
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ABOUT KENY

KBA GOVERNING COUNCIL

The KBA Governing Council is elected to

banks - as defined by the KBA Constitution

represent

Governing Council Members as at December 2019

CHAIRMAN

JOSHUA
OIGARA

‘ KCB Bank

DR. GIDEON
MURIUKI

Co-Operative Bank
- B

JEREMY

7 ;
. AWORI

. - Absa Bank Kenya
-

MARTIN
MUGAMBI

Citibank

ABDALLA

ABDULKHALIK
“ Gulf African Bank

VICE CHAIRMAN

N

= Q.
£
2 -
A

three industry categories

JOHN

GACHORA

NCBA Bank.

KARIUKI
- NGARI

Standard
Chartered
Bank Kenya

KIHARA
MAINA

| & M Bank

MOEZZ -

MIR
SBM Bank

PETER
MAKAU

DB Bank Kenya

large, medium-sized

BANKERS ASS

and small

o B

When

i

d

OCIATION 09

GERALD
WARUL

' Equity Bank

NASIM
DEVJI

DTB Kenya

REBECCA
MBITHI

Family Bank

OLABAYO
VERACRUZ

Guaranty Trust
Bank

.
ISAAC
MWIGE

Middle East
Bank Kenya



o8 ANNUAL REPORT AND FINANCIAL STATEMENTS 2019 KENYA BANKERS ASSOCIATION

KBA MEMBERS

In agdition to widening the Associations scope, KBA has over the years recorded a commendable
increase In membership KBA proudly appreciates the leadership and involvement that each of the
members continue to lend to the Association

KBA MEMBERS AS AT 31" DECEMBER 2019

1 Absa Bank Kenya Ltd 24 |Impenal Bank Ltd {In Recevership)
2 Afncan Banking Corp Ltd 25 | & M Bank Ltg

3 Bank of Africa Kenya Ltd 26 Jamn Bora Bank Ltd

4 Bank of Baroda (K} Ltd 27 KCB Bank Kenya Ltd

5 Banrk of india Ltd 28 Kenya Women Microfinance Bank Ltd
6 CtibankNA Ltd 29 Mayfarr Bank Ltd

7  Consclidated Bank of Kenya Ltd 30 Middle East Bank (K) Ltd

8 Co-Dperative Bank Kenya Ltd 31 M Onental Bank Lt

9  Credit Bank Lid 32 National Bank Ltd

10 Development Bank (K) Ltd 33 NCBA Bank Kenya Pic

11 DTB Kenya Ltd 34 Paramount Universal Bank Ltd
12 DIB Bank Kenya 35 Postbank Lid

13 Dubai Bank Ltd (in Receivership) 36 Prme Bank Ltd

14 Ecobank Kenya Ltd 37 Rafiki Microfinance Bank Ltd

15 Equity Bank Ltd 38 SBM Bank Ltd

16 Family Bank Ltd 39 Sidian Bank Ltd

17 Faulu Microfinance Bank Ltd 40  Spire Bank Ltd

18 First Community Bank Ltd 41 Stanbic Bank Ltd

19  Guaranty Trust Bank Ltd 42 Standard Chartered Bank (K) Ltd
20 Guardian Bank Ltd 43 Transnational Bank Kenya Ltd

21 Gulf African Bank Ltd 44 UBA Kenya Bank Ltd

22 Habib Bank AG Zurnch Ltd 45 Victoria Commercial Bank Ltd

23 HF Group Kenya Ltd
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HIGHLIGHTS

ENTERPRISE

IAU<{®m

TRAINING REACH

Nairobi 13. Kericho
2. Keiyo-Marakwet 4. Kisumu
Trans Nzoia 15. Nyeri
. Bungoma 16. Kirinyaga
. Uasin Gishu 17. Embu
6. Kakamega 18. Homa Bay
Busia 19. Bomet
8. Nandi 20. Nyamira
Siaya 21. Kisii
Vihiga 22. Migori
. Nyandarua 23. Kiambu
. Tharaka 24, Murang'a

CUSTOMER SERVICE SURVEY

Exceptional

NEARLY

Y

of bank customers
ranked their digital
experience as Exceptional
or Very Good

42%

Very Good

KSH.‘l'os BN

KENYA'’S FIRST
GREEN BOND BY
ACORN HOLDINGS
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N a AIscus

1on during the CIS-Kenya Cl.

CIS MECHANISM CONVERGENCE
WITH RISK-BASED PRICING

As recognized in the Kenya Banking Sector Charter, the use

of credit bureau scores in determination on risk attributable

to individual borrowers is expected to be a key differentiating

factor in loan pricing. This is especially relevant in the liberalized

§

interest rate regime that followed the removal of interest rate

caps in November 2019.
In order to enhance the predictive value of credit bureau
scores, the data that informs the scores must reflect high

degree of accur

compre
is especially true in the Kenya landscape where digital lending
has grown tremendously. As a response to these trends, CIS

bmission of data to

Kenya contributed to the move to daily ¢
credit bureaus by leading industry efforts around revision of the

Data Submiss

on Templates that were issued by the C

entra
Bank in June 2019. As part of the preparatory capacity building

initiatives, CIS Kenya conducted various workshops leading to

issions in September 2019

CIS KENYA 2019 HIGHLIGHTS

DEVELOPMENT OF A DATA VALIDATION
AND SUBMISSION TOOL

This transformational tool

CIS ValiData
was developed by CIS Kenya in the second half of 2019, as a

referred to as

o0 the persistent data quality and data submissior
The CIS ValiData, due to

20 has three main features. First, it will facilitate

challenges observed over the years

o)

launched in 2

data validation within institutions before submission based on

ATION SHARING 35

e
0
i

X
S
=
&)

standard industry-agreed data validation rules. Second, it will
allow for simultaneous submission to the three bureaus at the
click of a button and, third, it will allow for monitoring of data
quality and provision of data quality support by CIS Kenya as

part of its contribution to improving data quality.

ESTABLISHMENT OF THE CIS E-LEARNING CENTER

CIS Kenya established an E-Learning platform that aims
to enhance CIS knowledge and strengthen Compliance,
interpretation of Credit Reports and intfeduction to Risk-
Based Pricing. The Learning Center httpsi//www.cislearning.
org/ complements institutional capacity bdilding in credit risk
management and related areas, in response to changes in

regulation, technology and business models

IMPLEMENTATION OF A SUSTAINABLE FINANCE TOOL
FOR NON-BANK FINANCIAL INSTITUTIONS.

With the support of WWF Kenya, CIS Kenya developed a
customer appraisal tool to assist MFls in Implementation and

measurement of SF factors

STAKEHOLDER ENGAGEMENT
ACTIVITIES IN 2019

n addition to organizing workshops 'around new data

1 approach, CIS Kenya led industry engagements

submis

towards development of a Communication Strategy that was

9. This strategy will inform the 12-month-long

Jeveloped in 20
CIS Financial Literacy and Public Awareness Campaign in

2020/21. The campaign will provide an oppartunity for the public

stand the operations of

credit bureaus. Lenders will

to unc

contribute to this campaign by articulating specific benefits due

to borrowers arising from positive scores

SUMMARY AND WAY FORWARD

Due to the growing interest in the linkages between CIS
and related credit infrastructure, CIS Kenya will take a lead in
promoting conversations on comprehensive reforms .;'fgg:mg
credit bureau infrastructure, collateral registries, credit guarantee
schemes and insolvency regimes. This approach will inform the
deliberations of the 5" Africa CIS Conferepce to be held on 13

14" February 2020 in Nairobi and other CIS Kenya workshops

going forward
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REPORT FROM THE KBA CEN

The eight (8) papers presented at the conference were

Market

r - Wwer Yol ntermae. r Fffir Ny RBlin
VMarket Power and Intermediation E ency: Blind

Spots and Empirical Clarity by Jared Osoro and

Kiplang'at Josea - KBA Centre for Research on

Financial Markets and Policy®.

Do Mergers and Acquisitions Impact Bank Lending

Behaviour in Kenya? by Farida Abdul - Kenyatta

University and Rogers Ochenge - Embu University

3 The Effect of Mobile Money on Banking Sector
Stability in Kenya by Samuel Tiriongo and Peter
Wamalwa - Central Bank of Kenya.

4 The Effects of Fintech on Bank Market Power and
Risk Taking Behaviour in Kenya by David Muriithi
Ndwiga - Independent Researcher.

(&3]

) Is the Evolution of Fintech/ Digital Financial Services
Complementary to Bank Performance in Kenya? by
Roseline Misati, Anne Kamau, Leonard Kipyegon
and Lewis Wandaka - Central Bank of Kenya.

6. Bank Stability and Competition — The case of Kenya

by Raphael Agung, Faith Atiti and Stephanie

Kimani - NCBA Bank

Banking Sector Competition and Efficiency in Kenya

Samuel Kiemo and Anne Kamau - Central Bank of

Kenya

8  Fintech and Banks Collaboration: Does it Influence

Efficiency in the Banking Sector? by Davis Bundi

Ntwiga, University of Nairobi.

Publications

a. KBA Working Paper Series

Arising from the Conference are the KBA Working Paper
Series publications. As at the end of the year under review,
thirty (30) papers had been published in the series, drawing

from the presentations of all the conferences so far hosted

TRE FOR RESEARCH ON FINANCIAL MARKETS AND POLICY® 33

by the Centre. These papers are an authoritative source
of knowledge that forms the basis of engagement with
wider stakeholders - regulators, Government, international
partners and academia

b. The KBA Economic Bulletin

This is a quarterly publication that is an easy read with
a succinct overview of the state of the economy and
year, four (4) issues of the KBA

its outlook. During the

Economic Bulletin, Volumes 21 - 24, were published. The
Bulletin has received positive feedback from the wide
readership that it is now drawing

c. Regular Research Notes

These are often issued regularly and the timing is such
issuance is largely - but not exclusively - around the timing
of the meetings of the monetary policy committee (MPC
of the CBK meeting. During the year seven (7) Research
Notes - Note 34 to Note 40- were issued and published

KBA Housing Price Index (KBA-HPI)

Subsequent to the presentation of the conceptual
framework that underpins the KBA housing price index
(KBA-HPI) during the 3° Annual Research Conference and
the launch of the Index in February 2015, the KBA-HPI was
consistently published every third week following the end

of a given quarter

The index has received wide recognition and positive
acknowledgement. The KBA is at an advanced stage of
having the Index, together with abstracts of its publications,

published on tan international platform

For more information about the Centre for Research on Policy

and Financial Markets® please visit

https://www.kba.co ke/research-center
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Manag ya Victo v
MasterCard Bus East Africa Mr. Adam Jones during the

launch of the Kaa Che

paigr

In the same year, KBA successfully concluded the Youth

n
Business (Y-Bizna) three-year program that was designed to
empower over 300 young men from informal settlements to
engage in meaningful work to improve their living standards
and consequently, reduce the number of crime incidences in the
country. Through the program, a KSh. 1 million revolving fund
was established, and 21 youths were able to access the capital
to start or expand their businesses. The beneficiaries from the
program were drawn from Mathare, Huruma and Kariobangi Slum
in Nairobi, as well as, Kisauni Slum in Mombasa. KBA partnered
with Kenya Community Development Foundation (KCDF); Youth,
Arts, Development and Entrepreneurship Network (YADEN) in
Nairobi and Dream Achievers Youth Organization (DAYQ) in

Kisauni, Mombasa to implement the program

LA 1 400
MILLION

PEOPLE
REACHED
ONLINE

SOCIAL RESPONSIBILITY REPORT 39
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PROMOTING CARD, MOBILE, AND
ONLINE SECURITY

Since 2012, KBA has been at the forefront in leading the industry
in the promotion of card, mobile and online safety awareness
messages through the “Kaa Chonjo” Campaign. In 2019, the
Association in collaboration with banks, MasterCard, VISA, Airtel,
Retail Trade Association of Kenya (RETRAK), Pesalink and
Consumer Grassroots Association (CGA) educated the public on
how to safeguard their Personal Identification Numbers (PINs)
and passwords while transacting. The campaign garnered an
approximated online reach of close to 400 million people. On
mainstream media the campaign had a reach of over 7 million
people

To boost our reach further, KBA together with the CGA held
a roadshow in Roysambu, Githurahi 45, Ruiru, Juja, Thika,
Kenol, Sabasaba, Maragua, Murang'a, Sagana, Kagio and Kutus
towns. Through the roadshow 150 posters and 1700 flyers
were distributed. As a result of the awareness campaign, card
and ATM fraud-related cases have been on the decline due to
increased levels of awareness



09 J0f NOW ue jo Buubis

W DUE BXE

JWSDNU#

awayas ayy Buiysigeiss ui abels

PaJUBADE UE 1B SI 82104 3Se] 8y ‘swayos asjuelenb 1paid ay)

JO UOIlIsoqc id anieA ayl aulwlalap 0] DUIXaas sem Jeyl Apnis

AN|IQISE8) B UO SHUBQ Jaquuall WOl %Iegpaa) JO UoI103||02 ay)
ul pa| wE> ‘1esA 1se7 "1exJew 1palo passaldap seAud) ssalppe JIn9) ‘eAuay g1Q epnjoul weisboid ay) pauoddns aAey 1ey] syueq
1 18PJO Ul SUBO| |BIDJBWW uesenB o} ed Juaw)saAul ay) ‘aiep 0] U |DONM pue sasAoidwa »ueq ‘sial )

pue 21e15 ayl a|qeua |ImM awayds ay| Auedwod Bunesado pus }Ueq papnjoul §L0g Ul pauies) asoy) Buowy ‘weiboid asudiaiu]

Al

exnu| @ I| pue

11 Japun sJaquwaw SI uies) 01 (IDJNM)

JNS | J
peayleads [|m 1Y) 82104 ¥Se| ® Jo Jed aq 0} aAnejuasaidal a0JawwWo) Jo laqueyn eAuay ayl yum (NOW) Buipueisiapun

v e pajuiodde Ainseal] [euoneN ayl ‘6LOZ Ul ‘SIS Loddns JO wnpuejowaw e paubis uonenossy a8yl JeaA awes 8

0} @oe(d Ul Ind sey UOIIBIDOSSY Yl SLOKa ayl Jo uoubodas u

wesboid ayl sepun Buluies) 80ej-01-208) PUE 19y JeW Jay) puedxs 0] SABM UO WaY) 81EONPD OS|B pUR SHUEQ

Jy1 Payoeal 8Jam SINSW 7782 JO [E10] B ‘'SIEaA-0M) WioJy upa. e 0} AJljIge JIay} 8dueyUS 0] STNSIN 3Sl-9p

Byd |1 SSaJppe O] SUeaW e Sy

exnu| ‘ebed aoeidiayiey auyl ybnoiy)l ‘wuojeld Buiuies|-a

ueiBoid asudialul exnuj ayl uo ainjeaj adejdiaxlep e doje

01 Anunuoddo ue UOIBIDOSSY 9yl PapJodoe OS|e JeaA ay| ssa20e yim ajddesb 01 anuiluod sasudisiua Auew ‘Juswdolaasp

21WOUODJa Ul 3j0J YA JIayl audsaq 'SINSW AQ paleasd ale

jueg eAuay ul sqol Jo wusaiad Qg 1noqy Awouoda seAuay Jo »ooipag

BUOIIBN PUB YUBE 1IPaJ) Yueg ANNDJ ueq awiid ‘Yueg UBdLY U} 21e (SINSW) SasudIsIuT pazis-WNIpay pue ‘||ews ‘0uoIn

JON3ITT130OX3 SSIANISNG
Q3NIVHL Ol AVMHLVYd V - AV390d4dd
JSIddE3 LNT YNNI

YA

@

NOILYIJO0SSY SHIMNVYE YANIA  6L0Z SINIWILVLS TVIONYNIJ ANV LHOd3Y TVNNNY oy



w
0
(@]
)

1

41

Ll JEE

NCCJ 2

ERVICES OFFERED

ram
ed b
gonk 19
ry to
SUpF Micre
Ssmall and
Medium-sized
anterprises (MSMEs

J, entrepreneur Mr. Wahiga CCI Trade arch ar

Masinde and Ms. Rose

KBA Senior Communications Officer dis

ENHANCING A CUSTOMER _
CENTRIC CULTURE IN THE .
INDUSTRY .

Since 2018, KBA has conducte

istomer satisfaction surveys 2018 2019

with the intent of enhancing the banking public’s experience r——

The survey has been instrumental in giving the industry insights A

n how to deepen customer centr

P

out the annual survey and over 11 thousand respondents n
shared their feedback. In the findings, the industry received ( )

3 commendable satisfaction level rating of 83 percent. Out of

.

lents surveyed

percent indicated their digita

experience was “Exceptional” with 42 percent scoring banks

digital services as “Very Good” The survey also revealed that use 4 < 01"\
- b F A
“ar L@

»f mobile banking rose to 57 percent in 2019 from 49 percent

Sl 7 i i s O/
recorded in the previous year. KBA has for the last two years ® }‘g

® MOBILE BANKING
e PREFERENCE

collaborated with the Association's Customer Service Working

Group to develop the survey instrument. The annual exercise

anks to gather the public'

sentiments on their service delivery

FUTURE OF FINANCE TRAINING

4 In 2019, KBA in conjunction with Financial Sector Deepening

(FSD) Kenya designed a two-day training to equip bank Retail

Strategy Managers and Retail Product Managers with knowledge

of designing relevant and sustainable products. The training also

focused on FinAccess data, as well as, other socio-economic data

CUSTOMERS that are designed to aid banks in designing relevant products
SATISFIED WITH for the majority of society, and key subgroups such as women
BANKS’' CUSTOME The training was attended by over 30 senior bank officials. The
SERVICE v interactive session enablec
/ data-based approaches to inform their product development
83 percent strategies. The program was facilitated by international experts

from CGAP, CENFRI and Usable Data

the participants to have insights on




papn|oul sa|dioulig Buiping

14S @yl jJo LJE)IIEIU(BLH"HG[HI |N§SSa20Ns ayl aInsus O] usielspun slem eyl seAallelliul ayl JO aWosg 'Suiaduid |Bjuswuolinue-0120s

pue sanuoud sAwouoda ayl yum s|ecb |eioueuly J1ayl aoue|eq 01 Paau 8y) O} aAllR S| 101335 S8JIAIAS |BIDUBUN AY) 3INSUa 0) suesw

e se sa|dioulg Buiping (14S) sAneniu| adueul4 a|qeuieisng ay) Jo Juawyouaiiua ay) pauoidweyo Ajaailoe sey yay ‘sieai ayl JanQ

JAILVILINI 3ONVNIF F19VYNIVLSNS

\uswabeuew 0}
yoeoidde s1ayy uo aAndadsiaod meu papodal syuedidijed sJesA
1se7 JANaisnioul uqiyu) eyl sulaned ubnoy | suonoe|ey, pue
‘2Inquny diysiepeaT ajgenieA vy -diysiepea ul aouabieiy|
jeuonow3, ‘eauy ul diysispeaT ul USWOp JO 81elS, ‘pPapn|oul
palan02 so1do] 8y | S|BIDIJO B|BWSY MUBQ JOIUSS )/ JBA0 PayIeal
pue swnioj Asuenb unoy piay ygy ‘6L0Z ul 'sunsind Jaaled

nayy ui saybiy ajeds 01 Auoeded suaWOM palapuly aAey eyl

$3|0B1SQO 0] SUOIIN|OS Ysi|qelsa pue anbojeip aoueApe 0] Sxaas

0S|e aAneniul ayy ‘suolyisod Juawabeuew Joluas pue 8lns-2
pJeoq dn a3e) 0] S|BI2IJO 8jeway yueq Jo Ayoeded ayl p|ing o)
SWNJOJ SNOLIBA PABUIPIO0D AjBAINOE SBY Y ‘QLOZ 8ouIs ‘asned
B Se sIY) yup diysiapea| ul Ayisiaaip Japuab Bunnowoud jo }nsal
e se Sl\JOJd pue Alanealo inds o) S]LHUdMaI!\ QAIJBAOUUI pue
mau o1ul dej 01 Aljige syl uonesapIsuod oul Bupiel ase Aay
190 03 sey dn-1as diysiapes| esiaalp e Ayjunpoddo asuswiwl
ay} jo uonerdaidde ue Buwieb ase saiuedwod ‘JaAo puom ay|

JAILVILINI FONVNI4 ANV ONIMNVYE NI NIWOM ONIAVIT

Z
17}
1%}
<C
%)
o

SAINNVE YANIN

N

VIONYNI4 ANV LHOd3d TVNNNY Al



SOCIAL RESPONSIBILITY REPORT 43

- "
. N
* sz CAPACITY BUILDING
’ ” Y
- N 1 To ensure that the banking industry is well equipped to implement the
_, : : industry-wide adopted SFI Guiding principles, the Association developed
7/ I \ ¢ an E-learning platform. With the funding support from the FMO (Dutch
’
. Development Bank) and DEG (German Investment Corporation), a

comprehensive curriculum was developed to deepen bank staffs

’
[]

understanding of the importance of creating long-term value for their
l clients, firm, environment and the economy. In 2019, KBA continued to

build the capacity of bank employees through the initiative which resulted

in aiding the enrolment of 28523 staff onto the e-learning platform. In

total, 25026 had completed the training as at December 2019. A new

module on green bonds was also developed in 2019 by the Association

OF THE OVER 28

THOUSAND BANKS' with the support of the Green Bonds Program- Kenya partners. To date,
EMPLOYEES ENROLLED & 3,735 bank employees were able to complete the training on the value of
COMPLETED THE SFI creating a green bonds market in the country. Below is a summary of the
E-LEARNING TRAINING

SFl enrolment and completion rate for member banks

SFI E- LEARNING TRAINING ENROLMENT AND COMPLETION REPORT

Percentage Percentage

NAME OF BANK Registered Completed
Absa Bank 67% 54%
African Banking Corp. Ltd 94% 46%
Bank of Africa 100% 99%
Bank of Baroda (K) Ltd 53% 43%
Bank of India 5% 2%
Citibank 58% 27%
Co-Operative Bank of Kenya Ltd 56% 40%
Commercial Bank of Africa Ltd 100% 98%
Consolidated Bank of Kenya Ltd 88% 819
Credit Bank Ltd 85% 65%
Development Bank (K) Ltd 12% 7%
DTB Kenya Ltd 100% 99%
DIB Bank Kenya 83% T4%
Ecobank Kenya Limited 100% 4%
Equity Bank Ltd 73% 69%
Family Bank Ltd 90% 87%
Faulu Microfinance Bank 80% 66%
Fidelity Commercial Bank Ltd 3% 2%
First Community Bank Ltd 68% B61%
Guaranty Trust Bank Kenya Ltd 97% 95%
Guardian Bank Ltd 42% 32%

Gulf African Bank Ltd 100% 87%
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Percentage Percentage

NAME OF BANK Registered Completed
Habhib Bank AG Zurich 84%, 69%
Housing Finance Company of Kenya Ltd 100% B87%
| & M Bank Ltd 100% 96%
Jamu Bora Bank Ltd 100% 95%
KCB Ltd 100% 84*,
Kenya Women Microfinance Bank 6% 5%
Mayfair Bank 0% 0%
Middle East Bank (K3 Ltd 89% 7%
National Bank of Kenya Ltd 69, 52%
NIC Bank Ltd 100% 98%
M-Onental Commercial Bank Limited 5% 90%
Paramount Universal Bank Ltd 102% 99%
Postbank a% 4%
Prime Bank Ltd 44% 5%
Rafiki Micro Finance 1% 0%
SBM 18% 7%
Sidian Bank 100% 92%
Spire Bank Limited 96% B4&%
Stanbic Bank Kenya 86% 67%
Standard Chartered Bank (K) Ltd 100% 100%
Trans-National Bank Ltd 0% 3%
UBA Kenya Bank Ltd 25% 21%
Victona Commercial bank Ltd 105% 73%

CATALYST AWARDS

To recognize the strides made by the Banking Industry in implementing the SFI-Guiding Principtes and to celebrate institutions that
practice catalytic finance, the Asscciation annually bolds the SFI Catalyst Awards In 20719 KBA celebrated firms that had shown
leadership in integrating sustainable finance practices in ther operations The winners for the 2019 SF! Catalyst awards were feted
during an awards ceremony that was presided over by the Governor of Central Bank of Kenya, Dr Patrick Njoroge

Prior to the ceremony, a poal of sustainability experts were engaged by the KBA secretariat to analyse and assess 47 entries recerved
from 14 progressive firms The 2019 SFI Catalyst Awards judging panel constituted of

Ms Joyce Njogu - Head of KAM Consulting Kenya Association of Manufacturers

Eng Dan Ndenga - Co-founder of Miltech (Returning judge)

Mr Sandy Okoth - Regional Sustainable Finance Expert WWF

Dr Peter Muriu - Senior Lecturer University of Nairobi (Returning judge)

Prof Kenneth Ameshi - Professor of Sustainable Financial Systems at the University of Edinburgh and Chair in Business &
Sustainable Development Director at the Sustainable Business Initiative

[ S

The following 1s a summary of the winners of the 2019 SFI Catalyst Award
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CATEGORY 1

I Position

) 1" Place
2 'Place

3 Place

CATEGORY Z A

BEST IN SUSTAINABLE FINANCE

Bank
Standard Chartered Bank (K) Ltd

Co-Operative Bank of Kenya Ltd

Equity Bank Group

CLIENT CASE STUDY - Financing Small snd Medium Enterprises

Posltion

1" Place
2 Place

3" Place

CATEGORY 2B

Bank

Co-Operative Bank of Kenya Ltd
Kenya Women Microfinance Bank

Equity Bank Group

CLIENT CASE STUDY - Financing Commercial Client

Position

b
!
!
} 1 Place
1 2 " Place

3 Place

Bank
Equity Bank Group

Commercial Bank of Afnca Ltd

Co-Operative Bank of Kenya Ltd

CATEGORY 2C

Position

1 Place
b 2" Place

3" Place

CATEGORY 2D

BANK CASE STUDY - Operstians

Bank
Standard Chartered Bank (K) Ltd

Co-Operative Bank of Kenya Ltd

Equity Bank Group

BANK CASE STUDY - Promoting Gender Inclusivity

-

Position

1'Place
2" Place

3" Place

Bank

Kenya Women Microfinance Bank
Equity Bank Group

Standard Chartered Bank (K) Ltd

CATEGORY 2E

Posltion

1 Place
2™ Place

3 Place

FINANCING THE INFORMAL SECTOR

Bank
Equity Bank Group

Co-Operative Bank of Kenya Ltd

National Bank of Kenya Ltd
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CATEGORY 3 MOST INNOVATIVE BANK

Position
2" Place
Place

Bank
Equity Bank Group
Standard Chartered Bank (K) Ltd

Co-Operative Bank of Kenya Ltd

CATEGORY 4 BEST IN SUSTAINABLE FINANCE IN THE EAST AFRICA REGION

Position

r

Place

Bank

KCB Bank Ltd

MOST IMPROVED BANK

Kenya Women Microfinance Bank

BEST OVERALL WINNER

Position

1 Place

3" Place

eaking

Bank
Co-Operative Bank of Kenya Ltd

Kenya Women Microfinance Bank

Bank of Kenya (CBK) Governor, Dr. Patrick Njoroge said, “Banks should focus on

mainstreaming their operations with the future in mind” He also lauded the Green Bond Program - Kenya partners for actively

w

2SDUS DLy

i RIGHT HERE
A~ RIGHT NOW
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Inua Biashara Day cer

GREEN BOND PROGRAM - KENYA

To actualize the intention of the SFI Guiding Principles, KBA
founded the Green Bonds Program-Kenya in partnership
with the Nairobi Securities Exchange (NSE), the Climate
Bonds Initiative (CBI), FSD Africa and FMO. The Program was
developed to encourage the establishment of a green bonds
market in the country. In 2019, through the program, Acorn
Holdings Ltd issued East Africa’s first-ever certified green bond
The bond was structured by Stanbic Bank and guaranteed by
GuarantCo. The property developer was able to raise KSh. 4.3bn
to finance the construction of green and environmentally friendly
accommodation for 5000 students. Banks were the most active

investors in the transaction.

In the same vyear, the partners were able to engage the
Parliamentary Committee on Finance and Budget with a proposal
to introduce a tax exemption on green bond issuances in the
2019 Finance Bill. This proposal was assented by H.E. President
Uhuru Kenyatta.

The year 2019 also provided KBA an opportunity to convene
a workshop in conjunction with UNEP Fl. During the
workshop UNEP FI presented the Global Sustainable Banking
Principles and the Sustainability Champions also ratified the
commencement of voluntary reporting on the SFI Principles
Additionally, Sustainable Finance champions from KBA member
banks ratified the commencement of voluntary reporting on the
SFI Guiding Principles

THE INAUGURAL

OUTLOOK

Corporate Social Investment (CSI) continues to be a driver
of positive transformation in our world today. In response, the
Banking Industry continues to refine its frameworks and allocate
resources to align with the present needs and Kenya's realisation
of the Sustainable Development goals and Paris agreement

- e sk - o
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CORPORATE GOVERNANCE
STRUCTURE AND REPORTS
OF THE COMMITTEE
CHAIRPERSONS

ROLES AND RESPONSIBILITIES OF THE GOVERNING COUNCIL

The affairs, business and funds of the Association are vested in the Gaverning Council which 1s the management and policy making
body of the Association It has all such powers and performs all such functions as may be necessary for carrying on the work of the
Association or for realizing its objects and purposes

In addition to the powers expressly conferred by the Constitution the Governing Council may exercise all such powers ang do all
such things and acts as may be exercised or done by the Association or by any law expressly directed or required to be done by the
Association in a General Meeling

THE GOVERNING COUNCIL IN PARTICULAR HAS THE FOLLOWING
RESPONSIBILITIES

To purchase lease hire or acquire premises for the use of the Association and to equip and furnish thern [or the objects and
the purposes of the Association

2 To create such offices and posts with such powers and responsibiiiuies and duties on such terms and condiiens and for such
periods as may be deemed appropriate by the Governing Council and to appoint a Chief Executive Officer, other officers and
staff as may be necessary for the business of the Association on payment of such remuneration as may be determined by the
Governing Counct!

3 To estabhish a trust or trusis and appoint trustees thereaf with the consent of the General Body and vest the funds or the
surplus income or any property of the Association in the trustees in such manner as the Goverrming Counci may from time to
vme think fit

&  To frame or 1ssue rules and procedures of working for the purpose of carrying on business and work of the Associaticn as may
be necessary from ume to time with the approval of the General Body
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To delegate any function or powers to Committees Sub-Committees or person and to any Member, the Chief
Executive Officer, other officers or employees on such terms and conditions as may be necessary and to revoke
any such delegation (f and when necessary

The Governing Council may at any time invite any Member of the Associabion not being a Member of the
Governing Council to attend or serve on the Council or any Committee or Sub-Committee or may consult any
outside person or suthority if for any special reason such as a course may seem to 11 to be advisable

To present a report on the working of the Association and a Statement of Accounts of the Association duly
certified by the Auditors at the Annual General Meeting of the Association every year

To appoint Bankers Auditers Advocates Accountants and other professional advisers Lo the Association
Where an Associale Member converts into a branch of a foreign bank or locally incorporates an entity to enter
the market or wishes to become a member of the Automated Clearing House the Governing Couneil will have
the right to admit and convert such a Member into an Ordinary Member

The Governing Council shall have the nght to assess the level of costs incurred by the Assoziation in generatng
the benefits accruing to Associate Members and use the same tc determine the fined annual subscription fee
payable by such membership

To cali a General Meeting at any time should 1t think necessary to do so

To do any or all things as may be necessary or expedient

The property, assets and funds of the Association shall subject to the habilities thereof, be vested in the Governing

Council of the Association and no Member of the Association shall by reason of its membership have a transferabie

or assignable share of interest therein by operation of law or otherwise In any such property, assets or funds and in
1he event of any Member of the Assocration ceasing to be a Member in terms of Clause 22 of the Constitution or in

any other way its interest in such property asset and funds shall cease and the same shal survive accrue and belong
to the other Members for the time being of the Association

COMPOSITION AND TENURE OF THE GOVERNING COUNCIL

At the conclusion of every Annual General Meeting, one third of the members of Large Banks one quarter of the
Medium-size Banks and one half of Small Banks of the Governing Council shall retre from the Governing Council
by rotation The Members to retire by rotation shall be those who have been the longest n office Where any of the
Members have been in office for the same length of ime the Members to reure shall be decided by drawing lots

The retinng Members shall be eligibie for re-election and appointment

Ataminmmum the Governing Council consists of the following

A
B
c

Stx members representing the large banks
Four members representing medium size banks
Two members representing the small banks

The Charman and the Vice Chairman of the Association shall come from the 12 members in A B and C, abave
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GOVERNING COUNCIL MEETINGS

The Governing Council meets at least every quarter in a calendar year During Council meetings the members receive a report from
the KBA Secretariat including submissions from the Committee and Sub-Committees

In the year 2019 a total of aight meetings were held including three special meetings At the 2019 Annual General Meeting, SBM Bank
was elected to the Council

JANUARY 2019 TO DECEMBER 2019

Number of Meetings

COUNCIL MEMBERS

Jan-Dec 2019 Percentage

KCB Bank 7o0f8 B75%
NCBA Bank 8ol 8 100%
Gulf African Bank 4of 8 50%

| & M Bank Bof8 100%
Co-Operative Bank Bof8 100%
DTB Kenya 7of B 8758%
Middle East Bank 6of8 75%

Equity Bank 50f8 625%
Farmly Bank 3of8 375%
GT Bank 208 25%

Standard Chartered Bank 8of8B 100%
DIB Bank Kenya 6of B 75%

Absa Bank 7of8 875%
Citibank 50f8 62 5%
SBM Bank 3of3 100%

NOTE Gowerring Council and kBA Comnuttee members serve 0N @ volunléry basis
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CORPORATE GOVERNANCE

REPORTS OF THE COMMITTEE CHAIRPERSONS

KBA activities are managed by the Secretariat which works in coordination with six Commuttees and mine Sub-Committees KBA
Member 8Banks nominate rcpresentatives on an annual basis to serve on these committees which elect therr officials Member

participate on a voluntary basis The following are the reports

NAME OF COMMITTEE

Chairperson
Vice Chairperson
Secretary

Committee Achievements in 2079

Commuttee Geals for 2020

FINANCE & AUDIT COMMITTEE

Gladys Warirah - Standard Chartered Bank

Mary Gitahi - Middle East Bank

Kennedy Mutisya - Kenya Bankers Association

1

The committee through the secretariat successtully obtaned a High Court
ruling that declared the requirement for banks to maintain Next of Kin reqisters
invald and unconstitutional This ruling was delivered on 20" June 2019
Provided a platform for the member banks to share experience and knowledge
onindustry wide challenges including implementation of IFRS 16 Leases which
came nto effect on 1 January 2019 and complance with the Unclaimed
Financial Assets Act

Provided oversight to Tar» sub-committee KBA 2020 budget review and
approval and review of KBA 2019 management accounts and 2018 annual
financial statements

Support KBA Tax Sub-Committee to achieve s mandate in hne with the terms
of reference for the Sub-Commitice

Facilitate collation of views from member Banks on technical submission that
thay would want specific lobbying and guidance

Provide oversight to KBA and IPSL Finance functions to undertake efficiently
and effectively their respective mandates

L sl s Sty s
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FINANCE & AUDIT ATTENDANCE RECORD

COMMITTEE MEMBERS

Standard Chartered Bank
Stanbic Bank

I & M Bank
Co-Operative Bank
DTB Kenya

Middle East Bank
Bank of Africa
Spire Bank

NCBA Bank

Absa Bank

ABC Bank

Equity Bank

Family Bank

Ihe Fmance & Audit Committee hefd four moetings between Jonuary and Lecember 2018

Number of Meetings
Jan-Dec 2019

4oth
Tof2
4ofd
lof2
4 of4
4of &
20f2
1of2
1of 2
10f2
1of 2
1of 2

3ofé

Percentage
100%
50%
100%
5C%
100%
100%
100%
50"
50%
50%
50%
50%

75%

57
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NAME OF COMMITTEE

Chairperson
Vice Chairperson
Secretary

Committee Achievernents in 2019

Committee Goals for 2020

TAX SUB-COMMITTEE
Betty Chuma - Stanbic Bank
Peter Mungal - Absa Bank

Kennedy Mutisya - Kenya Bankers Association

Successful launch of the PwC/KBA Total Tax Contnbution (TTC) repart for the
banking industry This was launched on 15 October 2019 during a breakfast
session attended by national stakehclders and reported widely in various
national newspapers

Held an industry wide sensitisation werkshop in conjunction with KPMG
m November 2019 for update on the impact of the Finance Act 2019 on the
banking sector Other emerging tax matters impacting banking sector were
discussed

Made proposals and presentations to the National Treasury and the

Parllamentary Committee on Finance and Trade on Finance Bill/Act 2012

inclusions on the following items

. Defintion of return on loan or exclusion from excise duty on interest
related fees

. Exempuon from Excise duty on advisory fees of banks

. Tax on distribution out of untaxed profits (infrastructure Bonds)

. Rebate mechanism for services

. Excise duty on card

Finance Act provided for exemption from excise duty ‘loan related fees Even
though return on loan was not defined it creates clanty for the members that
loan fees are specifically exempted

Further the Finance Act 2019 granted the application to have all income exempt
undcer the Income Tax Act 1o be excluded from the distnbution tax therefore by
extensicn granting our prayer of exempting distribution tax on Infrastructure
Bonds

Made submissicns to KRA and subsequently to the National Treasury for
specific exemptions from PIN requirement for all bank accounts opened The
Finance Act 2019 provided a dispensation to allow the Commissioner (G exempl
some accounts fram PIN requirement on application

KBA has made the application for exemption on behaif of the industry

Successfully contested in the High Court the applicabiity of Capilal Gains
Tax (CGT) application on forced sale transactions KRA had demanded CGT
on proceeds of forced sale for recovery of non-performing loans from some
members The High Court agreed with KBA that the lender does not have the
cbhgation under the law to account for CGT

KRA appealed the HC judgement which was upheld by the Court of Appeal

Through external legal counsel, filed in the High Court for a definiion of the
terms interest’ and return on loan’ within the context of the Excise Duty Act

Enhance relationship with Kenya Revenue Authonty through regular
consultative engagements with KRA relationship team responsible for the
banking sector

Organise In the first quarter a KBA Covenng Council (CEOs) meeting/ courtasy
call with Commussicner General or Large Taxpayers Office Commissioner to
highlight industrywide tax concerns
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NAME OF COMMITTEE TAX SUB-COMMITTEE ' ."

Committee Goals for 2020

TAX ATTENDANCE RECORD

COMMITTEE MEMBERS

KCB Bank

Absa Bank

Standard Chartered Bank

Bank of Africa Kenya
ABC Bank

Equity Bank

| & M Bank
Co-Operative Bank
SBM Bank

Stanbic Bank

DTB Kenya

Bank of Baroda

Eco bank

DIB Bank Kenya

Commercial Bank of Africa

NIC Bank

Hold 2020 PwC/KBA TTC report for the banking industry and present to
relevant national stakeholders

Liaise with and provide all the necessary input on the High Court case on
interpretation of return on loan under Excise Duty Act

Hold tax sensitisation workshop in conjunction with tax consultants for the
industry after the publication of the Finance Bill/Act 2020 to sensitise members
of the proposed changes therein and how they impact the banking sector
Other workshops will be organised as necessary when there are emerging
controversial tax matters affecting the members

Follow up on the PIN exemption application made cn behalf of the members
Participate in the public input into the Income Tax Bill 2018

Participate in the Finance Bill/Act 2020 submissions {already submitted} for
industry proposals to be considered for inclusion

Number of Meetings

Jan-Dec 2019 Percentage
Zof & 50%
3of4 75%
3of4 5%
20f4 50%
Tof & 25%
20f4 50%
Jof4 5%
3of 4 75%
20f4 50%
4of 4 100%
4of 4 100%
1of 4 25%
3ofé 75%
Tof &4 26%
4of 4 100%
Tof 4 25%

The Tax Sub-Cornmittee held four meetings belween January and Decembar 2019
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Chairperson Philip Wambua - African Banking Corporation

Vice Chairperson Anthony Kiru - Absa Bank

Secretary Mutahe Karuoro - AC|I Charr - Co-Operative Bank of Kenya

Committee Achievements in 2019 The FMC which 1s a representative of the Kenya Banks Treasurers Forum (KBTF)

spent a greater part of 2019 focused on the following key objectives

. To uphold Market Conduct and Discipline

. To promote effective traimning of the Bank Dealers

. To participate In the creation of New Forex and Money Market Products
. To Develop and Nurture the Financial Markets in Kenya

In this regard we undertcok the following activities in 2019

1. Trawung: The Treasurers Forum and ACI Kenya conducted the following
traring 1n 2019

2.  ACIDealing and Operstions Certificate. Peter Skernitt & Associates This s
an annual course which 1s 1deal for upcoming dealers and 1t 1 now mandatory
that front office dealers must be ACI Certfied The Operations Certificate 1s
ideal for filing in the knowledge gaps In the treasury back office staff

3.  ACI Dealing Simulation: Run by ACI Australa Conducted every two years
this course offers practical and experiential feel of the dealing room

4  ALM Simuletion & Mechamics This course offers Asset & Liability
Management skills which are critical in the Banks day to day Management

5.  BIS FX code of conduct workshop: This was a one day workshop to provide
awareness and practical application of good market practices included in the
BIS FX Global code

6.  Other key activities held are: On 2 ' October 2019 Treasurers Forum held a
Breakfast meeting together with AC! leaders at Sarova Panafric hotel to review
the activities of the year among them
| Creation of a strong industry Association
" Training
- Creation of OTC exchange

On 5" December 2019 the FMC logether with the Treasurers organized a capacity
building workshop conducted by Messrs Kevin Piccall Deputy Director of the Office
of International Affairs US Commeodity and Future Trading Commissicns in New York
and Prof Ronald H Filler a Member of the Board of Directors and the Executive
Committee of the National Futures Association

The objective of the workshop was to benchmari with vanous jurisdictions on how
SRO's operate

In attendance were CBK Capital Markets Authonity, FSD Afnica, US Treasury National
Treasury ACI Kenya leadershuip and FMC

Going forward and as guided by the CBK FMC will focus on creation of a strong
all-inclusive industry association with guidelines on proper roles governance and
memberships

Finally the chairman of Kenya Bank Treasurers Forum and some FMC members have
been invited to participate in Bond market stakehelders forum which takes place
at the Central Bank of Kenya and also the /mplementation of Central Securnties
Depository (CSD) an upcoming project led by the Central Bank of Kenya

A e A o aa A .
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FINANCIAL MARKETS ATTENDANCE RECORD

Number of Meetings
COMMITTEE MEMBERS

Jan-Dec 2019 Percantage
ABC Bank 50f5 100%
Slanbic Bank 2of5 40%
Co-Operative Bank 50of5 100%
Absa Bank 20of5 40%
SBM Bank 4of 5 80%
Bank of Africa Zof5 40°%
Credit Bank 20f5 40°%
UBA Bank 3of5 60°%
The Financ gt Markel. Syt Commurar beld bve moe Lta . briwern January, and December 2073

Chairperson Sura) Shah - OTB Kenya

Vice Charrperson Mark Odoyo - DIB Bank Kenya

Secretary Fidelis Muia - Kenya Bankers Association
Committee Achievements in 2019 . Cemonetization

- All Banks successfully met CBK s target of demonetization of the KSh 1000
note and repatnated all notes belore the deadline
- All Banks were able to successfully calibrate therr existing ATM fleets to
accept and disburse the new notes
. The committee embarked on devising a biometric standard for all Banks to
adopt in identifying therr customers

. Currency centres
The Kisii cash centre was approved and refurbishment has begun

. Payments system management body (PSMB) formation
The committee acuvely participaled in the formaticn of the payments
system management body to allow players in the Payments industry to
set standards and rules for inter-operability and infrastructure sharng
The NPS committee will be an active participant ard sitting member in the
PSMB when 1t goes live

. Credit/ debit card project (KADI)
The sub-committee together with the Kenya debit and credmt card
association has proposed to fast track the project KADI proposals aimed at
increasing the adoption of Payment Card transactions in Kenya

. Pesal.ink
E-citizen integration live with 2 banks and 7 completed on UAT
Sportpesa Stima Sacco, Interswitch Pata power and [-Pay (Jumuia)
integrated and live on Pesalink
All Banks complied with the Delotte recommendations on securing the
Pesalink system
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NAME OF COMMITTEE NATIONAL PAYMENTS SUB-COMMITTEE (CONTD.)

Committee Achievements in 2019

Committee Goals for 2020

All Banks adhered to the swift CSP standards which were set for 2019

Looked at Block chain technology for information storing and sharing across
Banks

Know your customer (KYC) screening through a shared resource/ body where

all customer data can be held and queried centrally by all Banks
The committee met a couple of times to evaluate the feasibility of a shared
data resource and continue with this deliberation q

A list of fields required for data capture in the shared database was also
shared

Cash Centres
- Monitor the Kisii cash centre

Payments system management body (PSMB) and Payment Association of
Kenya (PAK)
Monitor activities of the PAK and ensure all Banks become members therein

S

Pesalink Phase ||
Move towards to Person to business transactions
Increase the merchant integrations

- Move direct debits to Pesalink

Look at block chain technology to enhance
AML sanction screening

- Know your customer (KYC) screening through a shared resource/ body
where all customer data can be held and queried centrally by all Banks

4
4
Review agency guidelines and the ACT to ensure Banks are protected from
KYC responsibilities
Focus on the cashless initiative and look for ways to reduce the use of cash
[l
1
[l
1
1
]
Ll

Agree on the new ToR'’s for the committee given the formation of PAK, the swift
user group led by CBK



NATIONAL PAYMENTS ATTENDANCE RECORD

COMMITTEE MEMBERS

DTB Kenya

Citibank

Bank of Africa

| & M Bank

NIC Bank

Gulf African Bank

ABC Bank

Commercial Bank of Africa
Co-Operative Bank
Standard Chartered Bank
DIB Bank Kenya

Equity Bank

Absa Bank

KCB Bank
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Number of Mestings

Jan-Dec 2019 Percentage
30of3 100%
30f3 100%
20f3 66%
3of3 100%
3of3 100%
30of3 100%
Jof3 100%
20f3 66%
30f3 100%
30of3 100%
3of3 100%
20of3 66%
203 B6%
30f3 100%

The Natonal Payments Sub Committee held three maetings between January and Dacamber 2019

NAME OF COMMITTEE

BANK FRAUD & RISKS COMMITTEE

Charperson Gerald Munyin - Equity Bank Ltd
Vice Chairperson Sichana Jalala - NCBA Bank
Secretary KBA Secretariat

Committee Achievements in 2019

Data Protection Bill contribution

The Bank IT systems and Risks Sub-Committee engaged with the Parliamentary
Teams and provided the industrys views an the Data Protection Bill 2019
Comments were reviewed and the bill later passed and assented by the
President The Committee worked with PricewaterhouseCoopers (PWC), one of
the consultants to the Parliamentary Committee to review the Act and provide
members with insights into the provisions of the law and the impact tot eh
industry

Private Security Regulations Act

The Bank Security Sub-Committee through its participation in the Kenya
Private Sector Alliance Security Sector Board membership participated in the
development, review and passage of the Kenya Private Secunty Regulations
Act 2019
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NAME OF COMMITTEE BANK FRAUD & RISKS COMMITTEE (( 0TI

Committee Achievements in 2019 . Training of Member Bank Teams

The Two Sub-Cemmittees of the Committee (Bank Fraud and the IT Systems

and nisks) through the KBA Secretaniat facilitated a number of workshops to

train bank officers on varnous aspects of Secunty

a Workshops on Cyber Security and IT Security in partnershup with Serianu
MasterCard and Safaricom on the vanous platforms in use between the
partners and member banks

b Bank Fraud sub-Committee trained Secunty Officers from member banks
and the Banking Fraud Investigations Department (BFID) of the Central
Bank of Kenya on vanous aspects of financial Cnme using the Mobile
Banking applications

. Cheque Securily Printer Accreditation Reviews
The Bank Fraud Secunty Sub-Committee in canjunction with the Automated
Cleanng House Sub-Committee conducted the quarterly and annual
accreditation of Secunty Printers for chegues in the Banking Sector

. Public Education Program
The Bank Secunty Sub-Committee 1in conjunction with the Pubiic Relations
committee and the KBA Secretarat ran several public sensitization campaigns
on Mobile Phone Card and PIN Safety known as Kaa Chonje This campaign
involves a number of players from the Retall Sector Mobile Network Operators
and Card Schemes The campaign nvolved Television Radio interviews and
press bneflings and Bank communication to their customers

BANK FRAUD & RISKS ATTENDANCE RECORD

Number of Meetings

COMMITTEE MEMBERS

Jan-Dec 2019 Percantage
Equity Bank 3of3 100%
KCB Bank 20f3 66~
NIC Bank 3ot3 100
GT Bank 20f3 66°%
DTB kenya 20f3 66°%
Family Bank 10f3 33%
Standard Chartered Bank 2of3 66°.
1 & M Bank 20f3 66's
Commercial Bank of Africa 20of3 66%
Co-Operative Bank 20f3 6B,
Bank of Africa 3of3 1007
Sichan Bank 2of3 66%
Absa Bank 2of3 100°%

the Bank Fraud & Ask Comet it mel three 1m0 S
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Chairperson Kabuthia Riunge - NCBA Bank

Vice Charperson Vacant

Secretary Wilson Maina - Gull African Bank

Committee Achievernents in 2019 . Provided input and comments to Parlament on the Senate and National

Assembly regarding the provisions of the Data Protection Bill 2019

. Promoting awareness of cybersecurity regulations and industry threats,
ncluding Presentations and articles authored by Sub-Committee members

. Three workshops on cybersecunty for Member banks IT Officers

. Facilitation of knowledge sharing and capacity bullding for members

. including sessions moderated by industry experts on cybercnime and

. third party risk management

. Threat and Incident Information sharing between Banks MNOs and
Practiioners in the Industry

. Further strengthening of the IT infrastructure through robust practices

. Implementation of IT Governance Frameworks ke COBIT and 1SO 27007

. Continued Facilitating structured threat and secunty information sharing
between member banks

BANK IT SYSTEM RISKS & SECURITY ATTENDANCE RECORD

f
COMMITTEE MEMBERS Number of Meetings

Jan-Dec 2019 Percentage
KCB Bank Bolg 89%
Standard Chartered Bank Gof 9 67%
Absa Bank 4of9 44%
| & M Bank G6of9 67%
Bank of Baroda 1of9 22%
Commercial Bank of Africa 3cf9 33%
Bank of Africa 4ol 44%
DTRB Kenya 50f9 45%
NIC Bank 50f9 55%
Co-Operative Bank Sof9 55%
Gulf African Bank 7of9 77%
Equity Bank 1of@Q 1%
M-Onental Bank 7of9 7%
Citibank 4of8 44%
Spire Bank 20f9 %

Bank IT Systemn Risks & Secunty Commuliee mar mne Lmes in 2019



66 ANNUAL REPORT AND FINANCIAL STATEMENTS 2079 KENYA BANKERS ASSQCIATION

NAME OF COMMITTEE

Chairperson
Vice Chairperscn
Secretary

Committee Achievements in 2013

Commuttee Goals for 2020

PUBLIC RELATIONS COMMITTEE
Willis Angira - Stanbic Bank
Wambu Kaguongo - ABC Bank

Nuru Mugambi - Kenya Bankers Association

KBA Public Relations activities conunue to build KBA visibihity and reinforce the
Association as a key voice of the banking sector Full Year 2019 KBAs publicity
reached a national audience generating advertising value of approximately KSh
600 million

KBA launched the third edition of the industry Shared Value Report dunng a
first-ever event at Parhament in canjunction with the Parliamentary Caucus on
SDGs and Business

The Inuka SME capacity bullding curriculum and online e-learning platform
reached more than 2 thousand entrepreneurs KBA signed a partnership
agreement with Kenya National Chamber of Commerce and Industry to rall out
the program across 19 counties

Hosted the Inaugural Inua Biashara Day inciuding Presidential Launch of Staw
a collaboration of KCB, Co-Op DTB and NCBA which seeks to promaote access
to finance for micro and smatl businesses

Successful Kaa Chonjo Mobile Card and Online banking safety awareness
campaign including partnership with Pesalink, Visa MasterCard, Retall
Association of Kenya and Consumer Grassroots Assoclation

Successful Customer Service Week including 2019 Customer Service Survey
which attracted more than 11700 respenses from consumers

Successful Catalyst Awards event attracting recognition and publicity of the
winning banks

Support KBA Lobbying and Advocacy initiatives

Partner with KBA members 10 increase reach of Inuka SME program
Publish inaugural Sustainable Finance Principles voluntary reporting survey
Increase member bank digital communications and crisis response capacity

S callhn -
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PUBLIC RELATIONS ATTENDANCE RECORD

Number of Meetings

COMMITTEE MEMBERS Jan-Dec 2019 Percentage
DTB Kenya 30of3 100%
Equity Bank 1of 3 33%
ABC Bank 20f3 67%
| & M Bank 3of3 100%
Sidian Bank 1cf 3 33%
Bank of Africa 203 67%
KCB Bank 30f3 100%
Stanbic Bank 10of3 33%
Co-Operative Bank 20f3 67%
National Bank of Kenya 20of3 67 %
Guaranty Trust Bank Tof 3 33%
Gulf African Bank 10f1 100%
Credit Bank 10f1 100%
Absa Bank 1of1 100%
SBM Bank 1of1 100%

The Public Relations Committee held three maetings betwaen January and December 2019

Chairperson Brian Koletit - Citibank

Vice Charrperson Michael Mucheru - NCBA Bank

Secretary Caleb Ogutu - National Bank of Kenya

Commuittee Achievements in 2019 Implementation of the reduction of Direct Debits Mandate Acknowledgement
Period

The sub-committee successfully implemented the reduction of Direct Debits
mandates acknowledgement penod from fourteen to seven calendar days on 7"
October 2019 This has helped further mprove customer expenence product efficacy
and completion of the direct debits digitization project

Introduction of DFCC Interim Settlement Session

The Sub-commuttee successfully introduced the Interim session for Domestic
Foreign Chegue Cleanng, which runs at 0730Hrs With this banks were able to save
125 Hours daily resulting to impraved operational efficiencies across the industry

Bank Disputes Arbitrations

The Sub-Committee facilitated four bank disputes via arbitration The Sub-Committee
was happy to note a reduction in fraudulent cases related to Cheques and EFTs in
the industry For the second year runming a majornity of the cases attributed to poor
KYC screening by banks during account opening and faillure of banks to abide by to
therr responsibilities as collecting or paying banks
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NAME OF COMMITTEE

Committee Achievements in 2019

Committee Goals for 2020

CLEARING HOUSE SUB-COMMITTEE « ©N T

Security Printers Accreditation

The Sub-Committee in conunction with the security Committee introduced
quarterly secunty printers’ review for 2020 accreditation

This was the first year when quarterly secunty printers’ review were caonducted as
opposed to the annual review done previously

From the quarterly reviews, the sub-committee s happy to note that there I1s a
consistent adherence to the minimum KBA standards by the secunity printers
Seven security printers were reviewed and successfully accredited for the year 2020

Industry Fraud Workshop

The Clearing House Sub-committee successfully orgarized an industry-wide Fraud
Workshop on 24" May 2019 at Hilton Hote! which was attended by more than 80
participants from member banks The main topics were on Cyber and Cheque related
Frauds This helped in creating awareness on new fraud trends and further equipped
bank clearing staff with necessary skills to identify and frustrate fraud attempts
related to Automated Clearing House transactions

Clearing Managers Workshop

The Sub-committee further faciitated an interactive Cleanng Managers workshop
on 14" June 2019, which brought together Clearing Managers fram all the member
banks The session helped the member banks to share ideas on ways to improve the
operations at the ACH It was agreed that the workshop be held on an annual basis
going forward

ACH IS0 20022

In 2019, the I1SC 20022 file formats at the ACH deliberations were commenced The
sub-committee held two workshops to better understand ISQ 20022 file formats
The preject 1s expected to be rclled out in 2020 with implementation 0 the first
guarter of 2021 subject to approvals by the Operations and Technology Committee

. Introduction of enhanced cheque security features by quarter &, 2020

. Implementation of ISO 20022 file formats at the ACH

. Held an industry-wide Fraud Workshop by end of 3" quarter of 2020
. Haold at least one arbitration session per quarter in 2020

. Perform at least two ACH disaster recovery tests during the year

. Hold a Clearing Managers workshop by 3 quarter of 2020

. Perform quarterly security printers reviews during the year
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CLEARING HOUSE ATTENDANCE RECCRD

Number of Meatings

COMMITTEE MEMBERS Jan-Dec 2019
KCB Bank 6of N
Standard Chartered Bank 8ol M
Absa Bank BofN
I & M Bank 8of N
Co-Operative Bank Mof 1
Cihbank Gof
National Bank of Kenya 9aof 1
ABC Bank 5 of 11
NCBA Bank 9¢cfNn
Equity Bank 9of N
Prime Bank 5of 11
Central Bank of Kenya Jof 1
Gulf African Bank 2ofM
Bank of Africa 2of 1
D18 Kenya 8ol N
Stanbic Bank Z2of 1
SBM Bank Tof 1
Ecobank 1of 1

The Aulomarted (lear ng House sub commuttee i collaboratian with KBA secrétanat and The Ceniral Bank of henya
had o very eficacious yedr coupled with the enactment ol mapor ndustyy projects and smooth aperattons at the Clearng
House 3l vear round The sub commurtee succeeded m having eleven silings dunng the year Meartiell appreciation o
ihe members of this subcommuttee lur the gallant service and prodwpous comastment towards the achiewement of its
qoals for 2019

Percentage

545 %
F27%
2T %
7271%
100 %
818 %
818 %
545 %
545 %
818 %
455%
272 %
181%
181°%
727 %

181 %

69
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NAME OF COMMITTEE CREDIT SUB-COMMITTEE
Chairperson Chnistine Mwangi-Marandu - Absa Bank
Vice Chairperson Boniface Kioko - ABC Bank
Secretary Jared Osoro - Kenya Bankers Association
Sub-Committee Prionties 1 Toexamine modahties of rejuvenating the credit market that has plummeted on
the back of the Banking (Amendment) Act, 2016
2 To look into the constraints to credit provision ansing from imitations in the 4

secunty documentation and registration regime

3 Toprovidea forum for member banks to discuss non-competitive 1Issues relating
to the management of credit nsk in the banking industry, including monitoring
developments in implementation of the credit information sharing mechanism

4 To continuously work towards entrenching credit pricing transparency as
underpinned by the Annual Percentage Rate {APR)

5  Champien training on matters relating to credit market deepening across the
cycle - from deal identification, closure, and management

6  To assess the implicaticn of the application of International Financial Reperting
Standard (IFRS) 8 on banks' credit portfclo

Committee Achievernents in 2079 1 The sub-committee spearhead the roll out of a series of trainings on the

implementation of nisk-based pricing frameworks

2  Following the development of the curriculum on fundamentals of credit risk
management, the sub-committee championed the rollout of the curnculum
at individual banks as an essential toolkit for entry level credit analysts The
curnculum development was undertaken with the support of Financial Sector
Deepening (FSD) Trust Kenya

3 The Committee, collaborating with the Communications and Pubhc Affairs
department of KBA continued to monitor the revamping of the Annual
Percentage Rate (APR) calculator

4 The Committee gave substantive inputs towards the roll-out of the Inuka
Programme that targets the MSMEs and embedding sustainable principles in
credit provision

Committee Goals for 2020 1 Work closely with other committees of the KBA to collate ideas on revamping

the credit market in the post interest rates capping period

2 Imtiate a seres of trainings on problem loans management on the back of
increasing non- performing loans as well as on increased credit to key segments
of the economy such as agriculture and MSMES

3 Work towards entrenching risk-based credit pricing as supported by the credit
information sharing (CIS) mechanism

4 Integrate aspects of Islamic Finance to the actmvities of the Sub-committee
following decision of combining 1ts activities with those of the Islamic Finance
Adwvisary sub-Committee
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CREDIT ATTENDANCE RECORD

Number of Meetings

COMMITTEE MEMBERS Jan-Dec 2019 Percentage
Absa Bank 3o0f3 100%
Co-Operative Bank 30f3 100%
DTB Kenya 3of3 100%

; | & M Bank 30f3 100%
ABC Bank Jof3 100%
NIC Bank 20f3 66%
Equity Bank 20f3 66%
Standard Chartered Bank 20f3 66%
Commercial Bank of Africa 2cf3 656%

The Credit Sub-Committea held three meehings between January and December 2019

rew
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Chairperson Sura| Shah - DTB Kenya
Vice Chairperson Abubakar Ali - DIB Bank Kenya
Secretary KBA Secretariat

This Committee of the KBA oversees Technical aspects of the Industry and has three

Sub-committees reporting to It

F] National Payments Systems (NPS) Sub-Committee
b Automated Clearing House (ACH) Sub-Committee
¢ Credit Sub-Committee
Committee Achievements in 2019 The committee established a Task force to Investigate and report on the viability of

setting up 8 Banking Industry Shared Know Your Customer (KYC) framewark The

Committee task force recommended the setting up of a preject team to work on

the implementation fellowing consultations and approval from the Central Bank of

Kenya

The Central Bank of Kenya introduced new currency notes and also declared the
demonetization of the old KSh 1000 Currency note The committee through the KBA

Secretanat worked with the Central Bank of Kenya to co-ordinate the roll-out of the

new currency, the synchromisation of all automated Teller Machines Point-of Depostit

and Currency detectors in the industry as well as staff training in all the towns where
the Association has branches

Subsequently the Committee co-ordinated the repatnation of old currency to the

Central Bank of Kenya within the deadlines stipulated

Through its Sub-Committees these are the major achievements in the year

Direct Debit Centralisation to streamling and improve on the speed and
efficiency of the Direct Debits in the system

Clearing House Membership increased by two - KWFT and Rafik Microfinance
Banks

Clearing House Timetable synchrorisation of both the Local (KSh) clearing
and the Domestic Foreign currency Streams

Implementation of the Kisn Currency Centre project
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)
OPERATIONS & TECHNICAL ATTENDANCE RECORD
COMMITTEE MEMBERS NumJ:,:il;’efcMZ‘eOe‘ltgmgs Percentage
DTB Kenya 30f3 100%
DIB Bank Kenya Jof3 100%
{ Guardian Bank 20f3 66%
ABC Bank Z2of3 66%
NIC Bank Jof3 100%
P Standard Chartered Bank 30of3 100%
KCB Bank 30f3 100%
{ I & M Bank 3of3 100%
Co-Operative Bank 3of3 100%
Equity Bank 20f3 66%
Bank of Africa 30f3 100%
Absa Bank 20f3 66%
Commercial Bank of Afnca 3of3 100%
Citibank 3of3 100%

The Operatvons and Techimest Commilter mat (hree Gme « in 219

Chairperson June Opryo - Stanbic Bank

Vice Chairperson Steve Atenya - NCBA Bank

Secretary Raimond Molenje - Kenya Bankers Association

Committee Priorities 1 To provide a forum for member banks to discuss non-competitive 15sues

relating to the management of legal risk in the banking industry

2 To monitor the development ot new fegislation and changes in the regulatory
environment advise the Governing Council on proposed new legislation and
case law affecting the banking industry and its impact to the industry and
lobby for amendments to the existing and or proposed legislation to secure the
industry s interests

,’ 3 To conduct market and industry research and maintain information necessary
~ for the farmulation of, and to assist in the drafting of legislation affecting the
\ banking industry to world class standards

) 4 To co-ordinate industry efforts in matters pertaining to the management of
} legal nsk, stakeholder engagement and sensitization In matters pertaining to

administration of justice with a bias to the industry
5 To undertake any other assignment as may be directed by the Governing
Council
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NAME OF COMMITTEE LEGAL AFFAIRS COMMITTEE « 71!
Committee Achievements in 2019 The Committee was able to achieve the folfowing

1. Stakeholder engagement

Ministry of Lands: Ccordinated traiming on the online property registration
for Nairobi Land Registry, pending pilot testing by banks and validation of
the digital regulations by The National Assembly

Collateral Registry Survey: Conducted survey across all banks on
the usage of the Collateral Registry as established by the Business
Registration Service under the Office of the Attorney General and held
sensitization session with banks on the findings

Trained Commercisl High Court Judges: Held traning on insolvency
Act and Regulations for the Commercial High Court Judges

Other stakeholders engaged mclude: Business Court Users Committee
Auctioneers and Licensing Board as well as the Mediation Accreditation
Committee and regresented industry concerns and interests

Reviewing of sector lsgislation, regulations and policies
Coordinated the review and feedback from banks for submission to the National
Assembly, The Senate and other legislative and regulatory bodies regarding the

following laws and regulations

Public Finance Managemeant Bill - lobbied against limiting deposits and
investment by government entities to government owned banks

Law of Contracts - lobbied against the proposed law for banks to exhaust
borrowers' assets before seeking guarantor s security

Finance Act 2019 - repeal of interest rate capping law

Employment Act - adcption leave

Insolvency Act and regulations

Sectional Properties Bill - ownership of flats

Data Protection Act

Unclaimed Financial Assets Policy

Banking (Amendments) Bill

Court Cases Coordination
Provided direction on the following court cases court cases

3

Successfully petitioned agamnst the next of Kin law requinng the
mantenance of next of kin detals for all customers with KSh 1milhon
penalty for each account in violation

Successfully petitoned against the law on CBK powers on withdrawals
and deposits

Successfully participation as interested parties in the Bonface Oduor
petition leading te the declaration of the interest rate capping law as
unconstitutional

Ongoing peution against the retrospective iImposition of Excise Duty on
bank charges for the period between 1' July 1o 28" September 2018
Wanjiru Florence case on bank charges

Charterhcuse Bank statutory management case

Okiya Omtatah petition on use of KBRR in the implementation of the
interest rate capping law

Interchange fees-card business

Ongoing defintion of return on Loan case

adlh -
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LEGAL AFFAIRS ATTENDANCE RECORD

COMMITTEE MEMBERS

Stanbic Bank

Standard Chartered Bank

Absa Bank

National Bank of Kenya

Co-Operative Bank
KCB Bank

DTB Kenya

DIB Bank Kenya
HFC Ltd

Bank of Africa
Consolidated Bank
Equity Bank
NCBA Bank

Absa Bank

Sidian Bank

| & M Bank

SBM Bank

UBA Bank

Number of Meetings
Jan-Dec 2019

90of 10

Af 10
or 10

4 0f 10

10 of 10
of 10
7 0of 10
6 of 10
10 of 10
9of 10
8 of 10
50f10
2 of 10
4 0f 10
30f10
70f10
20f10

20f10

CORPORATE GOVERNANCE STRUCTURE AND REPORT OF THE COMMITTEE CHAIRPERSONS

Percentage

90%

10

40%

100%

40

70%
60%
100%

90%

50%
20%
40%

30%

70%

20%

75
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NAME OF COMMITTEE
Chairperson

Vice Charrperson
Secretary

Committee Achievements in 2019

Committee Goals for 2020

COMPLIANCE ATTENDANCE RECORD

COMMITTEE MEMBERS

Standard Chartered Bank
KCB Bank

Stanbic Bank

I & M Bank
Co-Operative Bank
DTB Kenya

NIC Bank

DIB Bank Kenya
Absa Bank

SBM Bank
Citibank

HFC Bank

Equity Bank

Bank of Barcda

Sidian Bank

The Comphance Sub Committee mel twice in 2019

COMPLIANCE COMMITTEE
Laban Omang - Absa Bank
Daisy Namayi - DI Bank Kenya

Kennedy Mutisya - Kenya Bankers Association

Managed o create a robust committee that s very active In ts first year of
formation Held monthly committee meelings which engaged on topical 1ssues
impacting the ingdustry

Through collaboration with the Financial Reporting Centre held an inaugural
industry stakehalder engagement for bank Chief Executive Officers, AMLROs
and Heads of Comphance

To buld and entrench stakehclder engagement with the key stakeholders
particularly CBK FRC CMA NSE UFAA RBA and other relevant comphance
stakeholders 1n relation to the development of polcy and legislation on
compliance 1ssues and restore trust and public confidence

Suppoert the industry ta enhance the techrical and professicnal competence for
compliance officers through targeted trainings, workshops and seminars Some
of the earmarked trainings will focus on Financial crime Data protection law and
on Anti money laundering

Establish a comphance profession Association for Kenya to promote global best
practices and support professional development for members

Number of Meetings

Jan-Dec 2019 Percentage
Bof9 67°%
4of9 4b4%
90of9 100%
40f9 445
8af9 89%
7of9 8%
70l9 78%
Bof9 89%
90f9 100%
8of9 89°%
6of9 66%
20f2 100°%
50f89 55%
8of9 89%
80f9 89%
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AN RESOURCE & ETHICS COMMITTEE

NAME OF COMMITTEE HU

Chairperson Mr. Robley Ngoje - KCB Bank

hairper M 3t Sidiar Nk
>ecretary Mr. Raimond Molenje - Kenya B ciation
Committee P 1 To establish and maintain good industrial relations and e n the Y
professional human resource management practices within the industry
velop a good standard of professional training for bankers in Kenya
4 Foster harmonious industrial relations between KBA member banks and the
Inior
Prov ective negotiation of terms and conditions of ser
for unior e staff within the industry
6 Develop and promote ethical behaviour amongst members
nmittee Act ) te ted the C tive na Aar
for all th taff with ndl e two-year period 201

with the Banking Insurance and Finance Union leading to enhanced benefits

all the Unionisable staff in the Industry

and conditions of employment to

r ' riad t nitt nt d foster harmor d o
d € >2d oster harmc L 1t )
3t oet n K € 3INK nd the Union witl INgle CLIVE

dispute registered between KBA and the Union

3 The Committee facilitated sensitization sessions for bank human resource
tear mr r + ' anaf with ho f | : 31S0N .-_|‘|
Ac i A a f ] een b | T ] T
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HUMAN RESOURCE & ETHICS ATTENDANCE RECORD

Number of Meetings Number of CBA
COMMITTEE MEMBERS Jan-Dec 2019 meetings attended Percentage

1M

KCB Bank 14 of 14 12 of 12 100%

Standard Chartered Bank 11 of 14 10 of 12 79%

National Bank of Kenya 2 of 14 1 0f 12 14%
Co-Operative Bank 13 of 14 2 93

Absa Bank 8 of 14 8 of 12 57%

Stanbic Bank f f12
Sidian Bank 1 of 14 0 of 12

Middle East Bank 4 of 14 30f12 29%
Habib Bank 1of 14 ) of 12

GT Bank 2 of 14 10f12 14%
| & M Bank 0 of 14 0 of 12 0%
NCBA Bank

Bank of Baroda 2 of 14 1 of 12 14%

Guarc Bank 1 of 14 6 of 12

DTB Kenya 20f 14 2of12
Consolidated Bank 4 of 14 3o0f12 29%
SBM Bank 8 of 14 8

ABC Bank 1 of 14 0of12

In addition, a section of the Committee members are also part of the Joint Negotiation Committee (JNC
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The Governing Council submit therr report together with the audited financial statements of the Group and of the Association for the
year ended 31 December 2018

GOVERNING COUNCIL
The Governing Council members who held office dunng the year and to the date of this report are set out on page 82

PRINCIPAL ACTIVITIES

The principal activity of the Group 1s to play an advocacy role for the hanking industry managing the operations of an automated
Clearing House negoliating collective bargaining agreements on behalf of the member banks with therr employees recognized union
and prowision of an online platform for real ime clearing and settlement of payments between banks and payment solution companies

BUSINESS REVIEW

The business envirunment in the year 2019 was extremely challenging for the Banking sector The effects of the interest rate capping
continued to imit credit access to the economy particularly to the SME segment ¢f the economy The interest rate cap was however
repealed in November 2019 through the Finance Act 2019 Due 1o the constraints imposed by the rate capping for the better part of
the year the sector enhanced its lending requirement to mitigate against high risk lending This change ot business model occasioned
most banks to Increase their investment In government securities at the expense of lending to the productive sectors of the economy

KBA response to this hostile business envirenment was to enhance lobbying and advocacy initiatives that was geared towards repesl
of interest rate capping Several engagement imtiatives were undertaken with pohcy makers legislators and other key stakeholders
and the interest rate capping was repealed in November 2019 To fund these engagements a total of KSh 71165182 was expended

towards lobbying activities

In addition to supporting lobbying and advocacy mandate the Associabon continued to fund operation of other projects that are
critical 1o efficient operation of the iIndustry such as the funding of the chegue truncation at an expenditure of KSh 74 602085 and the
Credit information sharing at a cost of KSh 19326413

IPSL the subsidiary of the KBA continued to provide interoperability in the industry as Pesalink service awareness gradually increased
as the service was promoted amongst bank customers A targeted aggressive marketing campaign to promote usage of Pesalink was

carned out duning the course of the year

STATEMENT AS TO DISCLOSURE TO THE ASSOCIATION'S AUDITOR

With respect to each member of Governing Council at the time this report was approved

a there s so far as the Governing Council is aware no relevant audit informaticn of which the Groups auditor 1s unaware and

b the Governing Council has taken all the steps that the Governing Council ought to have taken as a member of Governing Council
S0 as to be aware of any relevant audit nfoermation and to establish that the Groups auditor 1s aware of that information

TERMS OF APPOINTMENT OF THE AUDITOR
The Governing Council approve the annual audit engagement contract which sets out the terms of the auditor s appointment and the
related fees The agreed auditor s remuneration of KSh 720000 has been charged to profit or loss in the year

BY ORDER OF THE GOVERNING COUNCIL

A
%m@o QAN Mny 2020

Chairman Nairob
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STATEMENT OF THE GOVERNING
COUNCIL'S RESPONSIBILITIES

The Governing Councilis required to prepare financial statements for each financial year that give a true and fair view of the financial
posttion of the Group and of the Association as at the end of the financial year and of its profit or loss for that year The Governing
Council s also required to ensure that the Association keeps proper accounting records that

a show and explain the transactions of the Asscciation and

b disclose with reasonabtle accuracy the financial position of the Association

The Governing Council accept responsibility for the preparation and presentaton of these financial statements in accordance with

International Financial Reporting Standard for Small and Medium-sized Entities They also accept responsibility for

! designing implementing and mantaining such internal control as they determine necessary (o enable the presentation of
financial statements that are free from matenal misstatement whether due to fraud cr error

I selecting and applying appropnate accounting pelicies and

m  making accounting estimates and jJudgements that are reasonable In the circumstances

Having made an assessment of the Group s ability to continue as a going concern the Governing Council (s not aware of any matenal

uncertainties related to events or conditions that may cast doubt upen the Group's ability to continue as a going concern

The Governing Council acknowledge that the independent audit of the financial statements does not relieve them of ther

responsicilities

A
S P
APPROVED BY THE GOVERNING COUNCILON AND SIGNED ON ITS BEHALF BY
Chairman Council Member

Mt B, adha A S o A .
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REPORT OF THE INDEPENDENT AUDITOR TO THE
MEMBERS OF THE KENYA BANKERS ASSOCIATION

OPINION

We have audited the accompanying financial statements of Kenya Bankers Association (the Association ') and its subsidiary {together,
the Group ) set out on pages 87 to 90 which comprise the balance sheet as at 31 December 2019 the statement of income and
expenditure, and statements of changes in members fund and cash flows for the year then ended, and notes including a summary of

significant accounting

In our opinion the accempanying hnancial statements give a true ard fair view of the financial position of the Group and of the
Association as at 31" December 2019 and of its financial performance and cash flows for the year then ended in accordance with the
International Financial Reporting Standard for Small and Medium-sized Entities

BASIS FOR OPINION

We conducted our audit in accordance with International Standards on Auditing {1SAs) Qur responsibilities under those standards are
further described in the Auditor s Responsibilitigs for the Audit of the Financiat Statements section of our report We are independent
of the Association In accordance with the International Ethics Standards Board for Accountants Code of Ethics for Professional
Accountants (IESBA Code) together with the ethical requirements that are relevant te our audit of the financial statements in Kenya
and we have fulflilled cur ethical responsibilities in accordance with these requirements and the IESBA Code We believe that the audnt
evidence we have obtained 1s sufficient and appropriate to provide a basis for our audit opinion

OTHER INFORMATION
The Goverring Council 1s respensible for the other information Other infarmation comprises the information included in the Annual
Report but does not include the financial statements and our auditor s report thereon

Our opirion an the financial statements dees not cover the other information and we do not express any form of assurance conclusion

thereon

In connection with our audit of the financial statements our responsibility 15 to read the other information and 1in doing so consider
whether tre other information 15 matenally inconsistent with the Iinancial statements or our knowledge obtained in the audit
or otherwise appears to be matenally misstated f based on the work we have performed we conclude that there 1s a matenal
misstatement of this other information, we are required to report that fact We have nothing to report in this regard

GOVERNING COUNCIL'S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The Governing Council 5 responsible far the preparation and fair presentation of the financial statements that give a true and fair
view In accordance with the International Financial Reporting Standard for Small and Medium-sized Enuties and for such internal
control as the Governing Council determine 1s necessary 10 endble the preparation of financial statements that are free from materal
misstatement whether due to fraud or error

In preparing the financial statements the Governing Council is responsible for assessing the Greups ability to continue as a going
concern disclosing as applicable, matters related to going concern and using the going concern basis of accounting unless the
Goverring Council either intend to iguidate the Group or 1o cease operaticns or have no realisuc alternative but to do so

AUDITOR'S RESPONSIBILITIES FOR THE AUDIT CF THE FINANCIAL STATEMENTS

Our cbjectives are to obtain reasonable assurance about whether the financial statements as a whole are free from materal
misstatement whether due to fraud or errer, and to 1ssue an auditor s report that includes our opinion Reasonable assurance s a high
level of assurance but 1s not a guarantee that an audit conducted in accordance with ISAs will always detect a material misstatement
when It exists Misstatements can arise from fraud or error and are considered matenal if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these financial statements
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REPORT OF THE INDEPENDENT AUDITOR TO THE
MEMBERS OF THE KENYA BANKERS ASSOCIATION (CONTD)

As part of an audit in accordance with I1SAs, we exercise professional judgement and maintain professional skepticism throughout the

audit We also

. identify and assess the nisks of material misstatement of the financial statements whether due to fraud or error design and
perform audit procedures responsive to those nsks, and obtain audit evidence that 1s sufficient and approprniate 1o provide a basis
for our apinion The risk of nol detecting a matenal misstatement resulting from fraud is higher than for one resuluing from error
as fraud may invelve collusion, forgery, Intentional omissions misrepresentations or the overnide of internal control

. obtain an understanding of internal control relevant 1o the audit in order to design audit procedures that are appropriate in the
circumstances but not for the purpose of expressing an opinion on the effectiveness of the Group's internal control

. evaluate the appropriateness of accounting pohicies used and the reasonableness of accounting estimates and related disclosures
made by managemaoent

. conclude on the appropriateness of managements use of the going concern basis of accounting and based on the audit
evidence obtained whether a matenal uncertainty exists related to events or conditions that may cast significant doubt on the
Group's ability to continue as a going concern If we conclude that a matenal uncertainty exists we are required to draw attention
in our auditor s repert to the related disclosures in the financial statements or if such disclosures are inadequate to modify cur
opirmion Our conclusions are based on the audit evidence obtaned up to the date of the auditor s report However future events
or conditions may cause the Group Lo cease lo continue as a going concern

. evsluate the overall presentation structure and content of the financial statements including the disclosures and whether the
financial statements represent the underlying transactions and events i a manner that achieves fair presentation

. obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities within the
Group to express an opinion on the Groups consolidated financial statements We are responsible for the direction, supervision
and performance of the Group audit We remain solely responsible for our audit opinion

We communicate with those charged with governance regarding among other matters the planned scope and tming of the audit and
significant audit findings including any significant deficiencies 1n internal control that we identify duning our audit

RS oy o A,MUZ V4

CERTIFIED PUBLIC ACCOUNTANTS
NAIROBI

zq Mﬂ? 2020

The signing partner respansible for the independent audit was CPA Elvis Ogete, Practising Certificate No 2303
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STATEMENT OF INCOME AND EXPENDITURE FOR THE

YEAR ENDED 31°" DECEMBER 2019

NOTE

GROUP ASSOCIATION

3r1219 311218 311219 311218
KSh KSh KSh KSh

Revenue

Other income

Project related e<penses

Administrative expenses,

Establishment expenses

Finance costs

Oparating (deficit)/surplus for the year
Tax income/ (eapense)

(Deficit)/surplus for the year

4
5

o - o

382152557 349621685 354 256880 33400000
48393193 20M7579 47079141 26594 465
(2248692431 (168191 362) (224692431} (1691913621
(324 715394) (317831624) (160934129 (146 46764
(143080571 (136 298094} (24738443) (28297060}
(B84 740 71N (756598}
(326,683,365) (320,240,934 (9,029,982 18,638,395
2062151 (4 242567 (4057766 (3914,029)
(324,621,214)  (324,483,501) (13,087,748) 14,724,366
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KEMNYA BANKERS ASSOCIATION

BALANCE SHEET AT 31°" DECEMBER 2019

NOTE
Members' funds
Entrance fees and penalties rescrves
Revenue reserve
Contribution for investment in subsidiary
Capual fund
Total members’ funds
Non-current liabilities
Borrowings el
REPRESENTED BY
Non-current assets
Property and equipment N
Intangible assets 12
Investment 1n subsidiary 13
Loan to subsidiary 17
Deferred income tax 10
Currant assets
Subscription and other recervables 14
Cash at bank and in hand 15
Current liabilities
Trade and other payables 16
Tax payable
Borrowings 9

Net (liabilities)/assets

GROUP ASSOCIATION
319219 218 3Naz18 311218
KSh KSh KSh KSh
N3488520 89588520 N3488520 89588520
(1282528673 (934 007459} 28159721 651457469
1540000002 680000020 1540000002 680000000
38320001 35370606 3832000 35370606
409,279,850 (129,048,333)  1,719,968,244 870,106,585
493754977 - -
493754977
409279850 364 706104 1719968 244 870106 595
130874123 162,048 761 65430269 70518230
13616979 204,63039 2678740 3508126
140000000 140000000
1135378937 537667537
5407394 2893261 -

2763984496 389572413 1343487946 751693898
227133578 24 297300 214821375 19745196
193664161 187278892 186 276 513 130572893
420797739 21576192 401097888 150318089
100749406 144136293 24478492 31250786
227457 773837 139098 654 606

186939522 71531831 -

2872161385 216 441961 24617590 31805 397
132881354 (4 865769) 376480298 N8 a12697
409,279,850 364,706,644  1,719,968,244 870,106,595

THE FINANGIAL STATEMENTS ON PAGES 87 TO 90 WERE AUTHORISED FOR ISSUE BY THE GOVERNING COUNCIL ON

I NS

%maa

Churman

AND WERE SIGNED ON ITS BEHALF BY

e

Ceouncil Memter

-
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STATEMENT OF CHANGES IN MEMBERS’ FUNDS
FOR THE YEAR ENDED 31°" DECEMBER 2019

vywvw -

wmm

v

Entrance Fees Contribution
and Penalties For Investment Revenue
Reserve in Subsidiary Reserve Capital Fund
KSh KSh KSh KSh
GROUP
At 1** January 2018 79,988,520 425,000,000 (599,860,060) 40,106,433 (54,765,107)
Deficit for the year (324,547399) (324547399

Contributions received in the year
lransfer to other operating income

Transfer to entrance fees and

penalties reserve

9600,000

255,000,000

(4,735827)

255000000

(4,735827)

At 31" December 2018 89,588,520 680,000,000 (934,007,459) 35,370,606  (129,048,333)
At 1** January 2019 89,588,520 680,000,000 (934,007,459) 35,370,606  (129,048,333)
Deficit for the year (324,621.214) (324621214)
Contributions received in the year 860,000,002 860,000,002
Transfer to other operating income 2949395 2,949,395
Transfer to entrance fees and

penalties reserve 23900000 (23900,000)

At 31" December 2019 113,488,520 1,540,000,002 (1,282,528,673) 38,320,001 409,279,850
ASSOCIATION

At 1** January 2018 79,988,520 425,000,000 60,023,103 40,106,433 605,118,056
Surplus for the year 14,724,366 14,724,366
Contributions received in the year 255,000,000 255,000,000
Transfer to other operating income (4,735827) (4,735827)
Transfer to entrance fees and

penalties reserve 9600000 (9600,000)

At 31" December 2018 89,588,520 680,000,000 65,147,469 35,370,606 870,106,595
At 1" January 2019 89,588,520 680,000,000 65,147,469 35,370,606 870,106,595
Surplus for the year (13087748) (13087,748)
Contributions received in the year 860,000002 860,000,002
Transfer to other operating income 2949395 2949395
Transfer to entrance fees and

penalties reserve 23900000 (239800,000)

At 31" December 2019 113,488,520 1,540,000,002 28,159,721 38,320,001 1,719,968,244
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STATEMENT OF CASH FLOWS FOR THE
YEAR ENDED 31°" DECEMBER 2019

311218

KSh

Cash flows from operating activities

GROUP

313218
KSh

311219
KSh

ASSOCIATION

311218
KSh

{Deticit)/surplus for the year (324 621274) (324 547399 (13087748) 14 724 366
Adjustments for
Tax (Income)/expense 8 (2062151 4242567 4057766 3914029
Depreciation of property and
equipment N 40267277 55340935 13517055 16312 248
Amortisation of intangible assets 12 88570359 HL012058 829386 821695
Change in capital fund 2949395 (4 735827) 2949395 (4 735827)
Interest income 5 (08313692 (10367085 (9517317) (9843971
Interest expense 6 64 740719 75659118
Loss on disposal of eguipment 565255 63898 345185 63898
Assets written off 1850243 1850243
Changes in operating assets and habihities
(Increase)/decrease In subscription
and other receivables (202836278) 14878203 (195076 179) 15271362
(Decrease)/ncrease 1n trade and other
payables (43386887 22738328 (6772294) (13793221
Net cash (used in)/generatad from
operations (3847946110 (100715204) (200904 508) 22534579
Interest paid (64 740712) (75659118)
Interest iIncome 10831369 10367085 9517317 9843971
Income tax paid (4998 362) (2 365648) (4573274 (2327943)
Net cash (used in)/generated from
operating activities (443702323 (168,372 883) (195960 465) 30050607
Cash flows from investing actlvities
Purchase of property and equipment n (11556137 (13544 414) (10672517 (6043517
Proceeds from sale of equipment 48000 93835 48000 93835
Purchase ot intangible assets 12 (20056987) (26969 413) (2213531
Members contribution to subsidiary 860000002 255000000 860000002 255000000
Net cash generated from investing
activities 828434878 214 580008 849375485 246836,787
Cash flows from financing activities
Increase of loan to subsidiary - (5977114002 (283919293)
Net proceeds from borrowings (378,347286) (557143) -
Net cash used in inancing activities (378 347286) (557143) (59771400} (283919293
Net increase/(decrease) in cash and cash
equivalents 6,385 263 45649982 55703620 (7031899
Cash and cash equivalents at start of year 187278892 141628910 130572893 137604 792
Cash and cash equivalents at end of year 15 193,664,161 187,278,892 186,276,613 130,572,893
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NOTES

GENERAL INFORMATION

Kenya Bankers Association (the "Associatron”) 1s domiciled In Kenya where it is registered by the Registrar of Trade Unions
under the Trade Unions Ordinance 1952 The address and its principal place of business 1s set out on page B2 The principal
actvity of the Group 1s to play an advocacy role for the banking industry managing the operations of an automated Clearing
House, negotiating collective bargaining agreements on behalf of the member banks with their employee’s recognised union and
provision of an onhne platform for real time clearing and settlement of payments between banks

BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared on a going concern basis and 1in compliance with the Internaticnal Financial
Reporting Standard for Small and Medium-sized Entiies (IFRS for SMEs) issued by the International Accounting Standards
Board The financial statements are presented In Kenya Shillings (KSh) The measurement basis used 1s the histarical cost basis
except where otherwise stated in the accounting policies below

Revenue racognition

Revenue from provision of services 1s recegnised by reference to the stage of completion of the transaction at the end of the
reporting penod Revenue 1s measured at the fair value of the consideration receved or recewvable net of discounts and sales-
related taxes collected on behalf of the Government of Kenya

Revenue comprises subscriptions received or receivable from members who have subscribed to the services offered by the
Association Subscription income 1s recogrised an accrual basis

Other revenue recogrition palicies include

a) Entrance fees are recognised when received as this 1s the earliest paint at which the Association's right to receve
the income 15 established

B} Interest income 1s recognised on accrual basis

c) Clearing house penalues are recognised when a penalising event occurs in accordance with the rules

d)  Switch income 15 recognised on receipt

Income tax

Tax expense represents the aggregate amount included 1n profit or loss for the period in respect of current tax and deferred tax
Current 1ax 1s the amount of income tax payable or refundable in respect of the taxable profit or loss for the current and prior
periods determmed in accordance with the Kenyan Income Tax Acl

Delerred tax s determined on differences ansing between the carrying amounts of assets and habilities in the financial statements
and therr corresponding tax bases (known as temporary differences), using tax rates and laws enacted or substantively enacted
at the baiance sheet date and expected to apply when the asset is recovered or the llability 15 settled”

The measurement of deferred tax assets and liabilities reflects the tax consequences that would follow from the manner in
which the company expects at the end of the reporting penod to recover or settle the carrying amount of 1ts assets or liabilities
However for investment property that is measured using the fair value model, there s a rebuttable presumption that the carrying
amount of the investment property will be recovered through sale

Deferred tax labilities are recognised for all taxable temperary differences except those ansing on the imitial recognition of an
asset of liability other than through a business combination that at the Ume of the transaction affects neither the accounting
nor taxable profit or loss

Deferred tax assets are recognised only to the extent that it 1s probable that future taxable profits will be avaiiable against which
temporary differences can be utiised Recogrised and unrecognised deferred tax assets are reassessed at the end of each
reporting period and f appropriate the recognised amount 1s adjusted to reflect the extent that it has become probable that
future taxable profits will allow the deferred tax asset to be recovered

Consolidation
A subsidiary 1s an entity (an investee) controlled by the Association The Association controls an investee when the Association
15 exposed or has rights, 1o vanable returns from its involvement with the investee and has the abiity 1o affect those returns
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NOTES (CONTD)

through its power over the investee The Groups financial statements incorporate the results cash flows assets and liabilities of
the Association and its subsidianes All intragroup transactions balances income, and expenses are eliminated on consolidation
Non-controling Interests in the results and net assets of the subsidiaries are presented separately In the Groups balance sheet
and statement of income

Translation of forelgn currencies

All transactions in foreign currencies are intially recorded in Kenya Shilings using the spot rate at the date of the transaction
Foreign currency monetary items at the reperting date are translated using the closing rate All exchange differences ansing on
settlement or translation are recogrused in profit or loss

Investment in subsidiary
Investment in subsidiary 1s carned at cost less any accumulated mpairment losses

Borrowing costs
All borrowing costs are recogrised in profit or loss in the period in which they are incurred

Financial assets

Subsenption and other receivables are initially recogrused at the transaction price Subscription revenue 1s made on the tasis of
normal credit terms and the recevables do not bear interest Where credit 1s extended beyend narmal credit terms, recewvables
are measured at amortised cost using the effective interest method At the end of each reporting period, the carrying amounts of
subscription and other recewvables are reviewed to determine whether there 15 any objective evidence that the amounts are not
recoverable If so an impairment loss 1s recogmised immediately in income and expenditure statement

Property and squipment
Items of property and equipment are measured at cost less accumulated depreciation and any accumulated imparrment losses

Subsequent costs are included In the assets carrying amount or recognised as a scparate assel as appropriate only when 1t 15
probable that it will increase the future eccnomic benefits associated with the item that will flow to the Group over those onginally
assessed and the cost of the item can be measured reliably Repairs and maintenance expenses are charged to the profit and loss
account in the year in which they are incurred

Depreciation 15 charged so as to aliocate the cost of assels less therr residual values over therr estimated useful hves using the
reducing balance method

If there 15 an indication 1hat there has been a significant change in the useful Iife or residual value of an asset the depreciation of
that asset 1s revised prospectively 1o reflect the new expeclations

On disposal the difference between the net disposal proceeds and the carrying amount of the tem sold Is recognised in income
statement

Intangible assets

Intangible assets compnse purchased computer software and are stated at cost less accumulated amortisation and any
accumulated imparrment losses They are amortised over therr estimated Iife of five years using the straight-ine methed If there
1s an indication that there has been a significant change In amortisation rate useful ife or residual value of an intangible asset
the amortisation is revised prospeclively 1o reflect the new expectations

Impairment of non-financial assets

At each reporting date, property, equipment and intangible assets are reviewed to determine whether there 1s any indication
that those assets have suffered an /mpairment loss If there 15 an indication of possible impairment the recoverab.e amount of
any affected asset (or group of related assets) s estimated and compared with its carrying amount If the estmated recoverable
amount 1§ lower, the carrying amount 1s reduced to its estimated recoverable amount and an imparrment loss 1s recognised
immediately 1n income statement

If an imparrment loss subsequently reverses the carrying amount of the asset (or group of related assets) 15 increased to the
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revised estimate of 1ts recoverable amount, but not in excess of the amount that would have been determined had no impairment
loss been recogrised for the asset (group of related assets) in prior years A reversal of an imparment loss 1s recogrised
immediately in ncome statement

Financial lisbilities

Financial iabiities are imtially recognised at the transaction price (Jess transaction costs) Trade payables are obligations on the
basis of normal credi terms and do not bear interest [nterest beanng habilities are subsequently measured at amortised cost
using the effective interest method

Cash and cash equivsalents

Cash and cash equivalents include cash in hand and demand and term deposits, with maturities of three months or less from
the date of acquisition that are readily convertible to known amounts of cash and which are subject to an insignificant nisk of
changes In value

Employee benefits - post-employment benefit obligations

The association operates a defined contribution retirement benefits plan for its employees the assets of which are held in &
separate trustee administered scheme managed by a segregated scheme A defined contribution plan is a plan under which the
association pays fixed contributions into a separate fund and has no legal or constructive obhigation to pay further contributions
if the fund does not hold sufficient assets to pay all emplovees the benefits relating to employee service in the current or prior
years The associations contributions are charged to the profit and loss account in the year to which they relate

The Associatton and the employees also contribute to the National Sccial Secunty Fund (NSSF) a national defined contribution
scheme Contrnbutions are determined by local statute and the Associations contributions are charged to income and expendrture
statement in the year to which they relate

Employes sntitlements
The estmated monetary liability for cmployees’ acerued annual leave entitlement at the balance sheet date 1s recognised as an
employment cost accrual

Cash centre capital grant

Cash centre capital grant are accounted for when capital expenditure for the Cash centre has been incurred Depreciation
charged on the assets 1s charged to statement of Income and expenditure and an equivalent amecunt transferred from the funds
to other operating income

Entrance fees and penalties reserve

Entrance fees 15 charged when a member joins the Association while penalties are charged when a member breaches the set
rues for the cleanng house These are imually recogrised as income through income statement and expenditure and later
transfered to the reserve account as they are not usually factored in the budgeted expenditure These funds are set aside and
can be utiised with the authornisation of the Goverring Council

Contribution for investment in subsidiary
This represents a non-refundable contnbution by members’ towards the Associations mvestment In 1ts subsiciary company,
Integrated Payment Services Limited

JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY
No significant judgements have had to be made by the Governing Council in preparing these financial statements
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GROUP ASSOCIATION

311219 311218 31219 311218
KSh Ksh KSh KSh

4, REVENUE
Membership subscrniptions fees 350256880 33000000 350256,880 330000001
Entrance fees 17500000 10000000
Associate members subscription 4000000 4000000 4000000 4 D0C00O0
Switch income 10395677 5621684 -

382,162,567 349,621,685 354,256,880 334,000,001

5. OTHER INCOME

Clearing house penalties 23,900,000 9600000 233800000 9600000
Interest on fixed deposit 10831369 10,367.085 9517317 9843971
Other income 640000 700000 840000 700000
Sponsorship 4050366 2496000 4,050,366 2496000
Transfer of capital fund 4718508 4735827 4,718508 4735827
Training income 4252950 1218667 4252950 1218667

48,393,193 29117573 4707941 28,694,485

6. FINANCE COSTS
Interest expense

Bank loan 64,740,119 75,659,118 - -

7.  (DEFICIT)/SURPLUS BEFORE TAX
a) The following items have been
recogrised as expenses In determining
(deficit)/surplus before tax

Employee benefits expense

(see 7(b) below)} 183229926 161852108 122972532 108,262 252

Depreciation of property and equipment 40267278 55340935 13517055 16312,248

Amortisation of intangible assets 88570399 66012058 829386 621695

b) Employee benefits expense

Wages, salaries and allowances 175875340 155,784 682 18393942 104,342,082

Retirement benefit costs

- Defined contribution scheme 7269385 5994226 4540190 3884570

- National Social Secunty Fund 85,200 73,200 38400 35600
183229925 161852108 122972532 108,262 252

The average number of persons employed
during Lhe year by category, were Number Number Number Number

Management and administration 36 3 16 15

P I — B el ety e b, e, . e o M o e - -
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8. TAX EXPENSE/(INCOME)
Current tax
Deferred income tax
Under-provision in priar year

Deferred tax on tax loss not recognised
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GROUP ASSOCIATION
311219 311218 311219 311218
KSh KSh KSh KSh
4451982 4070963 4057766 3914029
(95409550) (101828216}
750000 -
88895417 101,249,820 - -
(2,062,150 4,242,567 4,057,766 3,914,029

The Associations income fram members 1s not taxable as it qualfies for tax treatment as a Trade Associauon under Section

21(2) of the Income Tax Act However, interest income and excess pension contributions have been taxed at the rate of 30%

(2017 30°%>

.

The subsidiary company (ntegrated Payment Services Limited (IPSL), 1s a taxable entity However the subsidiary did not

generate taxable income

(Deficit)/surplus before tax

Tax calculated at the statutory rate of 30%
Tax effect of
Expenses disallowed
Non taxable income
{Over)/under-provision in prior year
Deferred tax on tax loss not recognised

Tax expense/(income)

9. BORROWINGS
The borrowings are analysed as follows
Non-current
Bank loans
Current

Bank loans

The bark lcan i1s secured by

GROUP ASSOCIATION
KIRFAL 311218 311219 311218
KSh KSh KSh KSh
(326683 366) (320304 831) (9029982) 18638395
(88005010) (96091449) (2708995) 5591519
7525286 11686 6 766,761 -
(1677490 - (1677490)
(677845) 750000
88,895,419 101249820 -
(2,062,161 4,242,567 4,057,766 3,914,029
493754977 -
186,939522 71531831 - -
186,939,622 565,286,808 - -

. A debenture charge of KSh 560000000 over the entire present and future assets of the subsidiary
. Guarantee of Kenya Bankers Association on behalf of its members

. Legal undertaking of Kenya Bankers Association on behalf of its members stating that, any cost cverrun of the project will
be funded from their long term funds without resorting to any additional borrawing

interest 1s payable on the bank loan at Central Bank Reference Rate plus 4%
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10. DEFERRED TAX
Deferred tax 1s calculated using the enacted rate of 30% (2018 30%)
The following are the deferred tax assets recogrused by the Group

Credited/

At start of year (charged) to At end of year
KSh KSh KSh

Year snded 31" December 2019

Property and equipment 2143261 50360 2193621
intangible assets 5501776 5501776
Provision for impairment of receivables 750000 750000
Prowvision for leave pay - 961997 961997
Tax losses carned forward 299967410 88,895417 388862827

30286067 95409550 398270221
Deferred tax assel not recognised (299967410} (888954173 (388862827
Net deferred tax assetl 2,893,261 6,514,133 9,507,394

Year snded 31" Decembaer 2018

Defarred tax sasset

Property and equipment 1564 865 578,396 2143261
Provision for impairment of recewvables 150C000 (750000 750000
Tax losses carried forward 195468046 104 499 364 289967410
Met deferred tax asset 1985328MN 104327760 30286067
Deferred tax asset not recagnised (195468046) (104 £99,364) (2992967410)
Net deferred tax asset 3,064,866 (1N,604) 2,893,261

The deterred tax asset has not been recognised on deductible temparary differences and tax losses carned forward zmounting
to kSh 1206 209422 (2018 KSh 999368 251) due o lack of certamnty of avalability of future taxable profits against which such
deductible tempoarary differences and tax losses could be utiised Under the Kenyan Income Tax Act tax losses are allowable
as a deduction anly in the nine years succeeding the year in which they occurred The tax losses of K3h 1285377610 carned
forward will expire as follows

ARISING IN: Tax losses Expiring-
2016 284606 362 31" December 2025
2017 306953790 31 December 2026
2018 34831213 31 December 2027
2019 296,318057 31 December 2028

Tax losses carned forward 1,296,209,422
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PROPERTY AND EQUIPMENT

Cost

At start of year
Additions
Disposals

Assets wntten off

At end of vear

Accumulated depreciation

At start of year

Annual depreciation

Less accumulated depreciation on
assets cdisposed off

At end of year

Carrying amount

At end of year

ASSOCIATION

Cost

At start of year
Additions
Disposals

Assets written off

At end of year

Accumulated deprecistion

At start of year

Annual depreciation

Less accumulated depreciation on
assets disposed off

At end of year

Carrying amount

At end of year

Leasehold
Improvements
KSh

Furniture and
fittings
KSh
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Office
equipment
KSh

Motor vehicles
KSh

Computers
KSh

96431048 45013047 25823103 23568406 248,726,014 439561618
9518148 1047251 - 990738 11556137

- (16741283 - (1674125
(1850243 - - (185024
104,098,953 45,013,047 25,196,229 23,568,406 249,716,752 447,593,387
66919639 21285141 14850719 12225994 162 221364 277512 857
4718508 2750247 991026 2843130 28964 366 40267277
(1060870 - Q0608700

7,638,147 24,045,288 14,780,875 15,069,124 191,185,730 316,718,264
32,460,806 20,967,659 10,415,354 8,499,282 58,631,022 130,874,123

Leasehold
improvements
KSh

Furniture and
fittings
KSh

Office
equipment
KSh

Motor vehicles
KSh

Computers
KSh

96 431,048 22456766 23898504 16,540 756 N778272 251105346
9518148 3408M 813558 10672517
{1394125) - (1394125)

(1850243 - (185024
104,098,953 22,456,766 22,845190 16,540,756 92,591,830 258,633,495
656919639 13849806 14 217910 10469081 75130675 1805871
4,718,508 861379 768,756 1525446 5642966 13517055
(1000940) (1000940)

638,147 14,711,185 13,985,726 11,994,527 80,773,641 193,103,226
32,460,806 7,745,681 8,859,464 4,546,229 1,818,189 65,430,269
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KENYA BANKERS ASSOCIATION

The following annual rates are used for the depreciation of property and equipment

B e o, i T

Motor Vehicles 2500
Furnitures and fittings 12 50
Office equipments 1250
Leasehold improvements 1250
Computers 3333
GROUP ASSOCIATION
311219 311218 311219 31218
KSh KSh KSh KSh
12, INTANGIBLE ASSETS
Cost
Al start of year 382109097 355139684 55157282 52943751
Additions 20056987 26962416 2213531
At end of year 402166084 382109100 56157282 55157282
Accumulated amcrtisation
At start cf year 177478706 M4B6648 51649156 51027461
Annual amortisation 88570399 66012058 B29386 621695
At end of year 266049105 177478706 52478542 51649156
Carrying amount
At end of year 136,116,979 204,630,394 2,678,740 3,508,126
13. INVESTMENT IN SUBSIDIARY Holding
Integrated Payment Services Limited 100% 140,000,000 140,000,000
GROUP ASSOCIATION
311219 311218 311219 KIRVAL)
KSh KSh KSh KSh
14. SUBSCRIPTION AND OTHER RECEIVABLES
Deposits 1065500 1,065,500 1065500 1065500
Prepayments 5170344 4 867090 3481643 3414986
Other receivables 220897734 21354686 210274232 18,254,686
Less Provision for bad debts - (2989976) - (29839976
227133578 24,297,300 214,821,375 19,745,196

15. CASH AND CASH EQUIVALENTS
Cash at bank and in hand 193,664,161 187,278,892 186,276,513 130,572,893
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} GROUP ASSOCIATION
| 311219 311218 311219 311218
KSh KSh KSh KSh
b
} 16. &) TRADE AND OTHER PAYABLES
Subscriptions received in advance 1283629 700000 1283629 700000
Cther payables 86615959 113992450 15242703 7982 447
Cash centre payables (16(b)) 1127255 8705007 1127255 8705007
Accruals 1722563 20738836 6,824 305 13863332
100,749,406 144,138,283 24,478,492 31,260,786
l b) CASH CENTRE PAYABLE
Cash centre payable balance has been
arrived at as follows
Members subscription 43745919 53464733 43745919 53464733
Cash Centre operating expenses (42618664) (44 759726) (42618664) (44,759726)
' 1127,256 8,705,007 1127,255 8,705,007
, The Kenya Bankers Association Cash Centre project 1s a joint project between the Association and the Central Bank of Kenya

geared towards a better management of cash in circulation within the respective region by establishment of the Cash Centres

Under this model, the Association invests through a member bank in the leasehold improvements equipment and services The

' Assciation reimburses the hosting bank by sharing this investment cost with all banks that operate in the region
] The Central Bank of Kenya provides the cash to be deposited and circulated in the Cash Centre as well as management and
operations staff to operate the centres
17. RELATED PARTY TRANSACTIONS
The following transactions were carried oul with related parties
ASSOCIATION
311218 KARVAL]
KSh KSh
Loan to subsidiary
At start of year 537667537 253748 244
Amounts advanced during the year ST 400 283913293

At end of year 1,135,378,937 537,667,637




1 APPENDIX

SCHEDULE OF CONSOLIDATED EXPENDITURE

GROUP ASSOCIATION
311219 & 311219 311218

KSh KSh KSh

1. PROJECT RELATED EXPENSES

Clearing house running expenses 74,609,085 67409962 74,609,085 67409962
Public relations and media activities 49,725,835 38,292,495 49,725,835 38,292,495
Credit reference bureau project cost 19,326,413 18808012 19326413 18,808,012
Research 9865916 10,803,039 9865916 10803039
Advocacy 71165182 33877854 71165182 33877854

224,692,431 169,191,362 224,692,431 169,191,362

2. ADMINISTRATIVE EXPENSES
Employment:

Salaries and wages 175875340 155,784,682 118393942 104,342,082
Pension scheme contributions 7,269,385 5994,226 4540190 3,884,570
National Social Security Fund 85200 73,200 38400 35600
Provision for leave dues 6643307 (5140651 1981772 (2,548896)
Staff welfare costs 6460122 6,071,980 3,239,186 2,064,786
Total employment costs 196,333,354 162,783,437 128,193,490 107,778,142

Other administration expenses:

Postage and telephone 8,159,030 2360142 372841 364,408
Travel and entertainment 2259421 3900488 1,862,565 2770155
Printing and stationery 889,584 746,515 508812 200,024
Conferences facilities 660500 677000 - 396,000
Subscriptions 3998278 8852223 3753278 8,852,223
Computer expenses 322828 361,996 322828 361996
Audit fees
Current year 1220000 1,236,000 720,000 685000
Prior year under provision 175,776 110,570 124,776 99192
Vehicle running 4127333 3493788 3,201,002 2701487
Legal fees 17,369,398 12956612 16,817188 12,156,212
Professional fees 589,314 2,793043 589314 2793043
Bank charges 290918 278,641 140612 148819
General expenses 5370288 4579702 3,286,238 1,759,199
Consulting expenses - 2,294,094 696,000 2294094
Accommodation expenses - 127616
Confectionery expenses - 312744
Advertisement and branding 39,238,346 55922858 = 53,781
Recruitment 934,715 1835484 =
Software support 3170307 39,162,255
Data centre costs 9507741 9875004 -
Realised exchange loss - 181,436 - -
Loss on disposal asset 345185 - 345,185 63,898
Bad debts provision 5 2989976 - 2989976
Total other administration expenses 128,382,040 155,048,187 32,740,639 38,689,507
Total administrative expenses 324,715,394 317,831,624 160,934,129 146,467,649
3. ESTABLISHMENT EXPENSES
Rent 8497464 8,253,024 4945080 4812000
Insurance expense 4,436,886 4483825 4,436,886 4483825
Repairs and maintenance 1308544 2,208,252 1011036 2067292
Amortisation of intangible assets 88570,399 66,012,058 829,386 621695
Depreciation of property and equipment 40,267,278 55,340,935 13517055 16,312,248

143,080,571 136,298,094 24,739,443 28,297,060




